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introauction

This is my fourth annual report as Commissioner
of Internal Revenue, and my last. | would there-
fore like to discuss some of the goals, accom-
plishments, unfinished business and frustrations
of tax administration from a somewhat broader
perspective than is customary in an annual re-
port.

In my letter of resignation to the President | said,
*'The tair and sensitive administration of tax laws
is crucial to the existence of a just society. | feet
privileged for the opportunity you have given me
to participate in this important work."

If we expect taxpayers to comply voluntarily with
our tax laws we have an obligation to assure
them that the law is administered evenhandedly,
that compliance activities are fairly directed, that
help is available to cope with the complexities of
our system, that there is a fair and speedy meth-
od to resolve conflicts and that complaints are
resolved expeditiously. | believe we have made
substantial progress in meeting these obligations
in the past 3 | years.

Improving fairness in directing compliance activ-
ities has resulted in substantially increased at-
tention to abusive tax shelters. Through abusive
tax shelters many high-income taxpayers claim
substantial unwarranted reductions in their in-
come tax liabilities. This situtation, if uncorrect-
ed, is unfair to average taxpayers and demoral-
izing to the tax system. Dealing effectively with
abusive shelters has proved to be a difficult un-
dertaking requiring substantial exarnination,
technical and legal resources. But it is an essen-
tial undertaking. We have identified approxi-
mately 27,000 abusive shelters involving about
190,000 tax returns claiming deductions of over
$5 billion.

It is worth noting that tax shelter activities are
not a problem inherent in an income tax. These
activities come about largely as a by-product of
provisions put in the tax law to achieve nontax
goals; to encourage or reward conduct consid-
ered to be socially or economically desirable.
Virtually all of the tax shefters we have seen are
based on the use or abuse of provisions in the
Code that, because they are essentially expendi-
ture programs engrafted onto the tax law, devi-
ate from the proper measurement of income; for
example, accelerated depreciation, immediate
deduction of intangible drilling costs, immediate
deduction of development expenses of mineral
deposits, investment credit, deductibility of char-
itable contributions of property at market value
rather than cost and immediate deduction of re-
search and development costs. Unless
Congress is prepared to reverse the trend of us-
ing the tax code for purposes other than the
computation of income as a measurement of

ability to pay taxes, ways must be found to pre-
vent abuses of these tax expenditure provisions.

The willingness of taxpayers to *'invest" in tax
shelter schemes providing claimed tax benefits
unlikely to be sustained is, in my view, largely
the result of an inadequate penalty structure in
our tax laws. The taxpayer is induced to play the
“audit lottery" because there is liftle or no risk
or cost in playing and losing. If the taxpayer
claims questionable deductions and he is not
audited, he has won, (We have reduced but not
eliminated the odds against winning by in-
creased audit coverage of these returns.) It he is
selected for audit and the claimed deductions
are disallowed he may still have won because
he has deierred his tax payment at a favorable
rate of interest. This deferral period is often quite
long, particularly if the taxpayer contests the
proposed disallowance in court, even if he con-
cedes before trial.

While the Internal Revenue Code provides a
penalty for negligence, it is often not sustainable
against a taxpayer who claims to have relied on
the advice of promoters, their lawyers and ac-
countants, particularly if the transaction involves
very complex provisions of the law, and fre-
quently even if the professional opinion con-
cludes that the claimed tax benefit is probably
not available.

| believe a reexamination of the penalty provi-
sions is in order, If there were a risk commensu-
rate with the claimed rewards then taxpayers
and their advisers would make a more realistic
assessment of the allowability of the claimed tax
benefit betore making the “‘investment." Such
penalties could be limited to substantial deficien-
cies.

The role of the professional adviser in the mar-
keting of tax shelters has been a concern to the
Service for some time. Since the applicability of
existing penalties may depend on the participa-
tion of tax professionals in the scheme, they
have a particular responsibility to the Treasury in
undertaking such participation. In many tax
shelter schemes it appears that the product ac-
tually being marketed is the lawyers' or account-
ants’ opinion. It is that opinion that is viewed as
giving the “'tree ticket to the audit iottery.”
Therefore the Treasury Department recently pro-
posed revisions to Circular 230 governing stan-
dards of practice before the Treasury Depart-
ment that deal with this problem.

An area of tax shelter activity that deserves spe-
cial comment because of its growth in recent
years is the use of commodity or financial fu-
{ures contracts to create artificial losses and de-
ductions. These transactions come in a dazzling



array of forms and combinations. What they all
have in common is the claim of deductions and
losses far in excess of the taxpayer's actual
losses or his risk of loss. Essentially the taxpayer
has various market positions designed to bal-
ance gains against losses so that a loss in one
position will be roughly offset by a gain in anoth-
er. The taxpayer then claims a loss on one side
of the transaction, simultaneously establishes a
position to secure his offsetting gain and defers
realizing the gain to a subsequent tax period. In
some combinations it is claimed that the loss is
short term or ordinary and the offsetting gain is
a long-term capital gain. The Service has estab-
lished special programs designed to identify re-
turns with such transactions and to combat
these abuses. But legislative action is needed to
prevent taxpayers from claiming these deduc-
tions and losses in the first place. The issue is
very serious, involving claimed losses of hun-
dreds of millions of dollars. It is an affront to our
tax system to permit taxpayers who frequently
have among the highest incomes in the country
to file returns showing little or no tax due as a
result of transactions with little economic signifi-
cance.

Largely because of the use of tax shelters the
Service has changed the way it classifies returns
for audit coverage and other purposes. For
many years returns were grouped by classes

- based on adjusted gross income (AGI) and gen-
erally the higher-income classes received great-
er audit coverage. However, artificial deductions
— largely tax shelters - have caused many re-
turns of taxpayers with high real incomes and
complicated financial and tax affairs to be classi-
fied in low AGI classes with a correspondingly
smaller audit coverage. To correct this problem
and more effectively allocate audit resources we
have changed our system of classifying returns
tor all purposes to one based on tota! positive in-
come (TPI). TPl is a more accurate measure of
the taxpayer's tax affairs. The result of this re-
classification will be that more examination re-
sources will be devoted to higher-income tax-
payers. This reclassification will reduce the total
number of tax returns examined as resources
are diverted from simpler to more compiex re-
turns, but will improve the fairness of the exami-
nation program.

Traditional audit activity involving an examina-
tion of taxpayers' records is not the only pro-

gram the Service has for verifying compliance
with the tax laws. The information returns pro-
gram (IRP), which matches information docu-
ments furnished by payers of wages, interest,

dividends and certain other income items with

income tax returns, has been significantly ex-
panded in recent years. The Service has in-
creased the number of documents matched and
provided new improved systems tor the use of
the information resulting from the match,

During fiscal year 1977, IRS processed 50.5
percent of the 481 million documents received.
The Service plans to process 84.5 percent of the
547 million documents received during this fis-
cal year. This very substantial increase is largely
the result of the Combined Annual Wage Re-
porting program. Under this program employers
send their W-2s to the Social Security Adminis-
tration, which converts the information to com-
puter tapes that IRS can then process directly.

New procedures for handling information docu-
ments, in place for the first time this year, will
provide tax examiners with the information from
IRP documents-at-the time individual tax returns
are examined. This information should substan-
tially increase the efficiency and etfectiveness of
the examination program. We have also, for the
first time, revised our processing system to pro-
vide early notices of nontfiling of tax returns in
association with the [RP program.

While the information returns program is effec-
tive for identifying substantial numbers of appar-
ent underreporters and nontfilers, it is impossible
because of resource constraints to pursue every
lead. Therefore, selections must be made of
those leads most likely to be productive, just as
we select for audit those returns that appear to
be most in need of audit. We have undertaken
several research efforts designed to improve our
selection systems, which we hope will further
irmprove the productivity of this very imporiant
program.

In iast year's annual report | commented on the
study the Service had published on "“Estimates
of Income Unreported on Individual income Tax
Returns.”” That report estimated that between
$75 and $100 billion of income from legal
sources was not reported for tax year 1976.
During that year $1.1 trillion of income was re-
ported. This unreported income is a concern to
the Service and should be a concern to all tax-
payers. The failure of some taxpayers to pay
their required share of taxes increases the bur-
den on honest taxpayers. High compliance is
essential to a fair tax system — 10 avoid overtax-
ing the honest.

While examination and document matching are
effective programs they cannot equal the ievel of
compliance achieved when income is subject to
withholding unless extended beyond levels that
are economically feasible and socially accept-
able. The goal of tax administration should be to

have high compliance with little intrusiveness.
Broadened withholding of tax at the source
would make a substantial contribution toward
reaching that goal.

It is therefore disappointing that Congress re-
jected the Administration’s proposal to withhold
taxes from certain dividend and interest pay-
ments, and has not yet acted on a proposal to
withhold taxes on payments made by busi-
nesses to certain independent contractors —
those most like employees.

Evenhanded administration of the tax laws obvi-
ously requires not only the fair allocation of
compliance resources but the uniform applica-
tion of the tax laws. Our regulations, revenue
rulings, letter rulings and technical advice are
the means by which we inform the taxpaying
public and our own personnel of the Service's
position on the many interpretive problems that
arise in applying the tax laws in our complex so-
ciety. They are the means by which we seek to
insure the uniform application of the laws so that
taxpayers with similar transactions are treated
similarly.

In recent years Congress has prohibited the Ser-

-vice from issuing such interpretations concern-

ing the taxation of fringe benefits, determina-
tions concerning racial discrimination in tax-ex-
empt schools, the taxation of commuting ex-
penses and section 2B0A relating to relatives’
use of rental property, office in the home and re-
pairs of rental property as personal use. In each
of these instances, while the Service is prohibit-
ed from issuing regulations and rulings the un-
derlying faw was not changed and, theretore,
the interpretive problems have not disappeared.
QOur personnel use their best judgment in inter-
preting the iaw but inevitably in some cases
these judgments will vary. The result is that dif-
ferent taxpayers are treated differently and the
Service is prohibited from resolving these incon-
sistencies.

A particularly dramatic illustration of this prob-
lem is the situation involving private schools. As
a result of a class action involving Mississippi
schools the Service was ordered by a federal
district court to apply rules to determine whether
certain private schools discriminate racially and
are theretore ineligible for tax exemption. The
court-ordered rules are very similar to rules the
Service is specifically prohibited by Congress
from applying in the rest of the country. Such
congressional actions do nothing to enhance re-
spect for the tax system or tor government. Al-
most any clear substantive rule that can be ap-
plied uniformly is better than the present situa-
tion.

QOur tax laws are complex — more complex than
they need to be although real simplicity is im-
possible. Simple rules cannot be devised to
compute fairly the tax liabilities of multinational
corporations, syndicated partnerships or gener-
ation—-skipping trusts. Complex transactions fre-
quently require complex rules.

But many of the complex provisions of our tax
faws are unnecessary to the administration of an
income tax, that is, not necessary to the appro-
priate measurement of a taxpayer's ability to pay
tax. Rather they are essentially expenditure pro-
grams administered through the tax laws. There
are close to 100 ot these provisions listed in the
current budget and together, | think it is fair to
say, they are responsible tor most of the com-
plexity facing the average taxpayer.

Apart from the merits of the goals sought to be
achieved by these provisions and apart from the
structure of the particular program, i.e., how its
benefits are distributed and the criteria for quati-
tying, there is a substantial price that is paid in
using the tax system for purposes other than
measuring income. That price is complexity.
While no single tax expenditure can be said to
overburden the tax system, in total they do, Too
little attention is paid to the damage to the tax
system — to the average taxpayer’s feeling
about the fairness of the tax system — in enact-
ing these provisions. Taxpayers cannot be ex-
pected to believe that a tax system is fair if they
cannot understand it and our tax taws are unun-
derstandable to too many people required to
comply.

Moreover, there is a tendency to overrefinement
of many provisions of the law in the name of
fairness. | would like to repeat what | said in re-
marks earlier this year to the Inter-American
Center for Tax Administrators.

"“In a desire to differentiate carefully among
taxpayers with slightly different abilities to pay,
we may inadvertently, and with the best of in-
tentions, reduce the perceived fairness ot the
system, and even its actual fairness, if the
nuances of the system become too complex
and subtie to be managed by the average tax-
payer. This situation seems particularly appar-
ent in the case of certain deductions. It seems
entirely reasonable to put great weight on sim-
plicity rather than perfect tairness where the
differances to be achieved are usually small,
are not limited to a particular economic class
of taxpayers, and are not subject to significant
abuse.”

While we wish for simplicity we must administer
complexity.
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Resources for taxpayer service activities must
compete with those for compliance functions
and for the processing of returns. Compliance
functions produce a direct yield to the Treasury
many times their cost. There is, theretore, some
pressure, particularly in the face of the tight
budgets we have experienced over the past four
years, to direct resources to those functions. |
firmly believe, although cannot prove, that vol-
untary compliance is better when taxpayers are
treated fairly. We cannot measure the contribu-
tion towards voluntary compliance of enforce-
ment or service functions. In enforcement we
can measure direct yields but not improved vol-
untary compliance, which | believe is much
more important than direct yield. And service to
taxpayers has no direct measurable yield.

But fairness requires that the government help
taxpayers comply with the burdens it has im-
posed and we have emphasized and improved
our service operations over these past years.

We were able to make major revisions of the
forms in 1977 largely as a result of the Tax Re-
duction and Simplification Act of 1977. As a re-
sult of those changes and efforts to expand use
of the simple Form 1040A by those taxpayers
who can use it, the number of 1040A filers in-
creased by 8.7 million taxpayers from 1977 to
1980 while the number of long form filers de-
creased frorn 56.5 to 55.3 million.

The 37.6 million taxpayers who now use the
Form 1040A face little of the complexities of the
Internal Revenue Code . Real simplification of
the system is achieved each time a taxpayer
uses the 1040A rather than the 1040. To pro-
vide further assistance to taxpayers, our instruc-

tions have been thoroughly revised and simpli-
fied.

The number of telephone calis answered, the
accuracy of the answers and the number of tax-
payers serviced at our offices have all in-
creased. This past fiscal year we answered 35
million telephone calls and served 8 million tax-
payers at our offices.

We have a substantial effort underway to im-
prove the understandability of the various no-
tices we send to taxpayers, many of which are
indeed bewildering. | hope we can make them
less so.

There is probably nothing more frustrating to
taxpayers than the difficulty somstimes encoun-
tered in trying to get the Service to correct a
mistake that it has made. Mistakes are not limit-
ed to the IRS. They are inevitable and the diffi-
culty of correcting them seems to be a function
of the size of the organization making them.

To help taxpayers who have been unable to get
errors corrected in the normal course of dealing
with the Service, an experimental problem reso-
lution program was undertaken in 1976. We
have now expanded this operation to every dis-
trict office and service center. Each such office
now has a special staff charged with the respon-
sibility of straightening out persistent problems.
The prablem resolution officers have the knowl-
edge to cut through red tape and solve such
problems on a personal basis. There is follow-
through on each probiem handled to make sure
it is properly resolved. Last year over 200,000
problems were handled in this program with a
very high degree of satisfaction among taxpayers

This year, to give added emphasis to this pro-
gram, to increase its importance and expand its
responsibility, | created a Taxpayer Ombudsman
in the National Office who supervises all prob-
lem resolution functions and who represents
taxpayers' interests generally. The Ombudsman
reports directly to the Deputy Commissioner and
the Commissioner.

Fairness to taxpayers also requires that they
have a ready means to resolve technical or legal
disputes with the Service. During 1978 we reor-
ganized our administrative appeals system. Prior
1o the change taxpayers could take their dis-
putes to a district conference and then to the
Appellate Division. District conferees had only
limited settliement authority and were under the
jurisdiction of the district office that had made
the determination being contested. The Appel-
late Division was independent of the district office
and had full settlement authority but appellate
conferences were not held in as many locations
as district conferences and were therefore less
convenient for many taxpayers.

Under the reorganization district conferences
were eliminated and the Appellate Division was
expanded. Now taxpayers have a single hearing
with an appeals officer who has full settlement
authority, is independent of the district otfice
and is available at every location where district
conterences were formerly held. This reorgani-
zation has resulted in more prompt and conven-
ient resolution of disputes.

Finally, | believe that a basic principle underlying
a fair tax administration system is that individuals
are entitled to a high degree of privacy protec-
tion in their tax returns and in the records they
must maintain to meet their tax obligations. We
should not put these taxpayers in the dilemma of
complying with the tax laws at the risk of prose-
cution for nontax criminal violations. The Inter-
nal Revenue Service's primary task is to collect
taxes under a voluntary compliance system, not
to enforce the Nation's nontax criminal laws,
collect nontax debts or gather statistics for non-
tax purposes. Tax returns and tax administraton
should be used for tax purposes. We will pay a
heavy cost it we use the resources of the tax
system in an attempt to achieve nontax objec-
tives.

| leave the next Commissioner a professional
and nonpolitical organization ot public servants
dedicated to doing a difficult job fairly. t am hon-
ored 1o have served.

Jerome Kurtz
Commissioner of Internal Revenue




Collecting the Revenue

Returns Received

The internat Revenue Service received 143.4
million tax returns and supplemental documents
during 1980, for a 2.3 percent increase over the
140.2 million received in 1979, Over 93.1 mil-
lion, or 64.9 percent of all returns received, were
individual tax return Forms 1040 and 1040A,
while 90.8 million had been received in the pre-
vious 12-month period. More than 37.6 million
individual taxpayers — 40.4 percent of all indi-
vidual filers — used the Form 1040A, compared
to over 36.1 million in 1979, a rise of 4.3 per-
cent. The number of individual taxpayers filing
Form 1040 increased 1.4 percent from 54.5 mil-
lion to 55.3 million this year.

Number of Returns Filed,

by Principal Type of Return
(Figures in thousands. For details
see Statistical Table 7.)

Mathematical Correction

As a result of checking the mathematics on 88.9
million individual returns, 2.9 milfion taxpayers
were found to have made mistakes thal over-
stated their tax liabilities by $591 million, an av-
erage of $203 per return. On 3.6 miillion returns
taxpayers had understated their tax liability by
$1.1 billion with an average of $315.

Error rates tor Forms 1040 and 1040A rose
slightly in 1980, with 6.3 percent of the 1040As
processed having mathematicat errors com-
pared to 5.5 percent tor 1979. The error rate for
Forms 1040 was 7.5 percent in 1980, 7.3 per-
cent in 1979. The error rate increase is mostly
due to math error notices being sent to taxpay-
ers who qualified for the earned income credit
but did not claim it on their returns.

The IRS also checked the amounts claimed for
estimated tax payments and found that taxpay-
ers underctaimed $618 million and overclaimed

Type of Retum 1979 1980 $752 mitlion.
» 1 '“ Aiul, Tl
Grand Total 140,201 143,446 . Tax Returns
Income Tax, total 104,910 107,827 Mathematically Verified
Individual ng0,803 93,143 (In thousands)
Declaration of 1979 1980
estimated tax 8.425 8,699 Number verifled
Fiduciary 1,804 1,877 by computer 87,382 88,945
Partnership 1,353 1,390 Number of returns on
" which mathematical
Corporation 2525 2718 errors were detected 6,003 6,468
Estate Tax 159 148 Percent of returms
GIft Tax 202 216 with mathematica!
errors 6.9 7.3
Employment Tax 26,219 26,499
Exempt O Ization 250 233 Retumns with increase:
Empl P 1218 705 Number 3,755 3,556
mployee Plans .
Amount 905,624 1,119,633
Alcohol, Tobacco
and Firearms f543 547 Average amount $241.16 §314.88
Excise Tax n1,014 909 Returns with decrease:
Supplemental Number 2,249 2,912
Documents* "5,450 6,084 Amount 357,351 590,832
RData revised from previous annual report. Average amount $158.92 $202.91

* Includes Forms 1040X, 1120X, 2688, 4868, 7004, Tent.
1120L & M, 7005, 990AR, 4578, 6069, 990BL, 1041A
and 2438.
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Net Internal Revenue Collections
(In thousands of dollars)

Net Collections

Gross Percent
Source Collk R ds’ A of Total
Grand tota! 519,375,273 53,504,051 465,871,222 100.0
Corporation income taxes 72,379,610 7,779,937 64,599,673 139
Individual income taxes 287,547,782 *44,753,862 242,793,920 52.1
Employment taxes, total 128,330,480 571,486 127,758,994 274
Old-age, survivors, disability
and hospital insurance 122,486,499 507,280 121,979,209 26.2
Railroad retirement 2,534,981 1,218 2,533,763 0.5
Unemployment insurance 3,309,000 62,978 3,246,022 0.7
Estate and gift taxes 6,498,381 108,901 6,389,480 14
Excise taxes 24,619,021 289,865 24,329,156 5.2

' Does not include interest paid on refunds. In the narra-
tive, the total refund figure ot $54.0 billion includes $504
million interest.

Tax Recelpts

Gross tax receipts in 1980 rose to $519.4 billion,

passing the one-half trillion dollar mark for the
first time. Total receipts showed an increase of
$59 billion -— 12.8 percent — over 1979.

Income taxes accounted for over two-thirds of
all tax receipts. Individual income taxes of
$287.5 billion reflected an increase of $36 bil-
lion, or 14.3 percent over the prior year. Corpo-
ration income tax receipts were $72.4 billion, for
an increase of $932 million or 1.3 percent.

Social security, self-employment, tederal unem-
ployment and railroad retirement taxes totaled
$128.3 billion, up $15.5 billion, or 13.7 percent,
from 1979. This rise reftects an increase in the
social security tax rate from 12.1 to 12.26 per-
centon'Jan. 1, 1979, and an increase in the
earnings base from $17,700 in 1978 to $22,900
in 1879 and to $25,900 in 1980.

* Refunds of Forms 1040 and 1040A minus FICA, but in-
cluding employment tax.

Excise tax revenue rose to $24.6 billion, up $5.6
billion, or 28.2 percent, over last year. The sharp
increase was due primarily to receipts from the
new windfalt profit tax.

Estate and gift taxes increased by $1 billion —
17.7 percent — to $6.5 biliion.

Refunds

The IRS paid $54 billion in total refunds to 75
million taxpayers including 4.5 million checks to-
taling $1.3 billion for taxpayers who claimed the
earned income credit. In 1979, 69 miillion re-
tunds totaling $41.7 billion were paid. This year
refunds to 72.3 million filers of Forms 1040 and
1040A were $44.4 billion, including interest, av-
eraging $614 compared to an average $518
paid to 67.3 million individual taxpayers in 1979,
Refunds of $8.1 billion were made to 560,000
corporate taxpayers, while refunds of employ-
ment, excise, estate and gift, railroad retirement
and FUTA taxes totaled $1.5 billion.

"

Gross Internal Revenue Collections

(In thousands of dollars. For detalis see Statistical Table 1)

Percent increase or Decrease
of 1980

Source Coflections 1979 1980 Amount  Percent
Grand total ! 100.0 480,412,185 519,375,273 58,963,088 12.8
income taxes, total 69.3 322,993,733 359,827,392 36,933,659 14
Corporation 13.9 71,447,876 72,379,610 931,734 1.3
Individual, total 55.4 1251,545,857 4287,547,782 36,001,925 143 .

Withheld by

employers? 43.1 3195,331,016 223,801,608 28,470,592 14.6

Other2 12.3 56,214,840 63,746,174 7,631,334 13.4
Employment taxes, total . 24.7 112,849,874 128,330,480 15,480,606 13.7
Old-age, survivors,
disability and hospital .
insurance, total 236 107,525,982 122,486,499 14,960,517 13.9°

Federal insurance :

contributions 225 102,492,463 116,763,618 14,271,185 139

Self-empioyment

insurance contributions - 1.1 5,033,519 5,722,881 689,362 13.7
Unemployment insurance 0.6 2,958,000 3,309,000 351,000 1.9
Railroad retirement 0.5 2,365,893 2,534,981 169,088 71
Estate and glft taxes 13 5,518,074 6,498,381 979,307 7.7
Excise taxes, total 4.7 19,049,504 24,619,021 5,568,517 28.2
Alcohol 11 5,647,924 5,704,768 56,844 1.0
Tobacco 05 2,495,517 2,446,416 49,101 -2.0
Other 3.2 10,806,063 16,467,837 5,561,774 51.0

' Collections are adjusted 10 exclude amounts trans-
ferred to the Government of Guam,

Estimated collections of individual income tax withheld
are not reported separately trom old-age, survivors, dis-
ability and hospltal insurance (OASDHI) taxes on wages
and salaries. Similarty, collections of individual income

' tax not withheld are combined with OASDHI taxes on

self-employment income. The amount of OASDHI tax
collections shown is based on estimates made by the
Secretary of the Treasury pursuant to the provisions of

sec. 201(a) of tha Soclal Security Act as amended, and
includes ail OASDHI taxes. The estimates shown for the
two categories of individual income taxes wera derived
by subtracting the OASDH! tax estimates trom the com-
bined totals reported.

TIncludes Presidential Election Campaign Fund amount-
ing to $35,833,816.

4Includes Presidential Eiaction Campaign Fund amount-
ing to $38,831,653.
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Flow of Returns Filed and Refunds Issued
Individual Income Tax*
(Cumulative number in thousands)

1879 Jan Feb Mar Apr May June
Returns Filed
Number 9,758 35,842 53,259 86,431 87,951 89,232
Percent 10.9 40.2 59.7 96.9 98.6 100
Retunds Issued
Number 1,399 13,138 34,074 53,914 62,761 64,307
Percent 2.2 204 53.0 83.8 97.6 100
1980 '
Returns Filed
Number 9,731 38,250 55,827 88,769 89,981 91,432
Percent 10.6 2.8 61.1 97.1 98.4 | 100
Retunds issued
Number 986 13,190 35,439 56,408 67,353 69,028
Percent 1.4 19.1 51.3 81.7 97.6 100
* Returns processed by National Computer Center a_nd
refunds scheduled for issuance by Regional Disbursing
Centers Inciude onty Forms 1040 and 1040A.
The Tax Dollar--
Where It Came From
Gross Collections (Net Collections)
H i -
; = 4 = .k

x
¥
O

Corporation 13.9 {13.9)
Excise 4.7 (5.2)
Estate & Gitt 1.3 (1.4)

Employment 24.7 (27.4)

individual 55.4 (52.1)
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Penalties

Under law the IRS levies penalties such as those
for failure to pay, paying with bad checks, filing
late or committing negligence and fraud. in
1980 the IRS assessed 20 million penalties for a
total of $2.1 billion. For details see Statistical Ta-
ble 14,

Tax Credits

This year $775 million in child-care credits,
available to working parents meeting certain re-
quirements, were claimed on 3.7 million returns.

Earned income credit (EIC) of $2 billion was
claimed by 7.1 million low-income taxpayers
who maintain a home for themseives and at
least one dependent. The Revenue Act of 1978
provided for advance payment of EIC in employ-
ee paychecks to give employees the option of
receiving the credit amount each payday rather
than waiting until the end of the tax year to get
refunds from filing of individual income tax re-
turns. Since the program began on July 1, 1979,

$26.1 million of advance EIC has been paid out
by employers and reported on 38,300 employ-
ment tax returns.

Employers claimed $582 miltion on 286,000 re-
turns for the targeted-jobs credit in 1980. This
credit replaced the new-jobs credit and is de-
signed to encourage employment of specific
groups.

This year taxpayers claimed $478 million in
credits on 4.8 million returns for energy conser-
vation and renewable energy source expendi-
tures made on their residences. This credit was
provided by the Energy Tax Act of 1978.

Another tax credit of the Energy Tax Act of 1978
is the business energy investment tax credit
(BEITC). The BEITC is refundable and can result
in a refund in excess of tax liability based upon
investments in solar and wind energy property
placed in service between Sept. 30, 1978, and
Dec. 31, 1979. This year taxpayers were al-
lowed $3.5 million to satisty their current-year
tax liability and $2.3 million in excess of their
current-year tax liability.

Presid Election C, ign Fund

paly

This year 25.3 million individual income tax re-
turns had designations for the Presidential Elec-
tion Campaign Fund — 27.4 percent of the re-
turns processed. Designations amounted to
$38.8 million compared to $35.9 million desig-
nated in 1979 on 23.2 miliion individual tax re-
turns, or 25.8 percent of those processed. The
cumulative amount credited to the fund since
1972 is $246.2 miflion.

Combined Annual Wage Reporting

Combined annual wage reporting (CAWR) is a
system developed to reduce the reporting bur-
den for employers while still satistying the re-
porting requirements of both the IRS and the So-
cial Security Administration (SSA). This report-
ing system became effective with all wages paid
after Dec. 31, 1977, tor domestic employers and
after Dec. 31, 1978, for employers in U.S. Pos-
sessions and Puerto Rico. Under CAWR, Sched-
ule A, which required a detailed listing of em-
ployee information, is no longer filed with em-
ployment tax Forms 941, 942 or 943, and the
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Processing
Pipeline

MUA?L D B

Returns are clelivered to the Envelopes are opened and Returns are sorted by type of
Regional Service Centers, counted. return.

Tax returns and accompanying Returns are edited and coded for Tax return information is placed on
checks are compared. computer processing. magnetic tape for computer
processing.

— —

»
"

=" :
.
v ¥
IRS computers check returns for Tapes are sent to the National Tapes of Refunds are sentto the
mathematical accuracy. Computer Center for Account Treasury Department Disbursing
Posting and Settiement. Center for issuance of checks .
. diractly to taxpayers. :
Once a tax return reaches one of ten IRS While many parts of the pipefine shown here
Service Centers, it travels through a series of are automated for faster processing and faster
processing steps known as “the pipeline.” refunds, people are involved every step of the way.
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Form W-2 was redesigned to include the Federal
Insurance Contributions Act (FICA) information
formerly filed on Scheduie A. The Forms W-2
are filed with the SSA, which processes the in-
formation and supplies it to the IRS.

During 1880 the IRS began a reconciliation be-
tween the employment tax returns such as
Forms 941 and 942 and the wage returns such
as Forms W-2 filed by employers for calendar
year 1978 to insure that the correct tax has
been paid over to the government and that em-
ployees receive the correct FICA coverage with
SSA.

Windtall Profit Tax

The Crude Oil Windfall Profit Tax Act of 1980
imposed an excise tax on crude oil and certain
natural gas liquids produced from domestic oil
and gas wells after March 1, 1980.

Although the windfall profit tax is imposed upon
the producer the law provides that the first pur-
chaser of domestic crude oil generally is liable
for deducting and withhotding tax from the pur-
chase price, depositing the tax and filing quar-
terly tax returns. This tax affects almost every
taxpayer who owns any kind of an interest in an
oil or gas well, including royalty owners, working
interest owners and operators, as well as multi-
national oil companies.

Temporary regulations, dealing primarily with
the administrative provisions of the law, were
available the day of its enactment. Revenue rul-
ings will be published, as necessary, to provide
clarification and one revenue ruling already has
been issued involving the severance tax adjust-
ment.

The amount reported for the windtall profit tax in
1980 was $3.1 billion and the first windfall tax
examinations were begun in the fall of 1980.

A multitunctional IRS task force has been
formed to identify problems and recommend so-
lutions for the implementation of what is project-
ed to be a 10-year program to collect $227 bil-
lion enforcing this tax.
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Assisting the Taxpayer

17

Wirite, Call or Walk In

This year the IRS received about 102,000 writ-
ten, 35 million telephone and 8 million walk-in
inquiries from taxpayers requesting information
about the tax system, their rights and obligations
under it and the tax benefits available. In 1979
the IRS responded to 96,000 written, 33 million
telephone and 8 million walk-in inquiries.

More than 59 percent of this year's 43.1 million
inquiries, 25.6 million requests for assistance,
occurred between January 1 and April 25 —
over 20 million phone calls, more than 5 million
walk-in inquiries and over 36,000 items ot corre-
spondence. A quality check of 243,000 tele-
phone responses and returns prepared by IRS
assisters during this same period found an over-
all accuracy rate of over 97 percent.

Toll-Free Telephone Assistance

Over 97 percent — 19.8 million — of the tele-
phone calls received during the 1980 tax return
filing period were made through the toll-free

telephone system that allows taxpayers from
throughout the United States to call IRS for in~
formation without paying long-distance charges.
In 1879, 18.7 million of the telephone calls were
made through the toll-free system.

Over 80 percent of these telephone calls are an-
swered by front-line assisters. Referrals requir-
ing computer research or more advanced tech-
nical assistance are resolved by IRS employees
who have received specialized training in these
areas. This year the IRS answered over 3.7 mil-
lion account reterrals, including inquiries on re-
funds, notices received and tax payments. In ad-
dition, employees answered about 2.8 million
technical referrals, responding to questions on
corporation tax law, estate taxes, employment
taxes and a wide variety of other complex inqui-
ries.

Teletypewriter equipment with a nationwide toll-
tree number giving hearing-impaired taxpayers
access to telephone assistance was extended to
Alaska, Hawaii, Puerto Rico and the Virgin
Islands in 1980.
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Walk-in Service

Walk-in taxpayer assistance was offered at
inner-city, business district, suburban and rural
locations with 702 permanent offices and 142
temporary offices set up especially for the filing
period. in addition, over 37,000 banks and Post-

- al Service locations helped distribute more than
290 million tax forms and instructions.

The IRS provided foreign tanguage assistance at
204 of its 844 taxpayer service offices. Spanish
language assistance was offered at 154 of these
offices by 600 employees, while 108 offices and
431 employees assisted in other languages.

Disaster Assistance

In 1880 the IRS provided help in preparing
amended returns and casualty loss claims and

in getting refunds faster to taxpayers in 23 states
and 138 counties affected by floods, hurricanes,
tornadoes and the eruption of Mount St. Helens.

Educating Taxpayers

The Understanding Taxes and Fundamentals of
Tax Preparation programs reached more than 5
million high school and college students last
year. IRS-sponsored workshops for nearly
43,000 small business owners helped make tax-
payers aware of their tax rights and responsibii-
ties. In addition, 538 institutes were held for tax
practitioners.

Through the volunteer income tax assistance
program (VITA) the [RS recruits, trains and sup-
ports volunteers who prepare tax returns for
low-income, nonEnglish-speaking and military
taxpayers. This year more than 355,000 tederal
income tax returns were prepared by almost
55,000 volunteers. In 1980, as a result of a new
program of tax counseling for the elderly, the
IRS entered into agreements with nonprofit or-
ganizations to provide free tax help to individuals
age 60 and over, with volunteers reimbursed for
out-ot-pocket expenses.
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Forms and Publications

The IRS contracted with an outside firm iast year
to revise and test the individual tax forms. Proto-
type torms have been developed and limited
tests were conducted at various sites around the
country. After the results of these tests are ana-
lyzed, large-scale testing with revised torms will
begin early in 1981.

Pubiic hearings held in Atianta, Omaha, Seattle
and Burlington resulted in many suggestions on
how to simplify the federal tax return forms and
instructions and after studying the suggestions
the IRS has adopted a number of them. In addi-
tion, volunteers in San Francisco, Des Moines
and Jacksonville tested the Form 1040 individu-
al income tax returns and related schedules.
The tests will assist IRS in locating and modify-
ing areas of particular difficulty on the forms.
Computerized readability analyses also are be-
ing used to identity parts of the tax forms in-
structions that can be made easier to read.

The IRS distributed many taxpayer information
pubiications free of charge including 2.8 million
copies of Your Federal Income Tax, 1.4 million
copies of the Tax Guide for Small Business,
805.000-copies-of the Farmer’s Tax Guide and
71,500 copies of the Tax Guide for Commercial
Fishermen. Additional tax materials were fur-
nished to 7.1 million taxpayers, 580,000 tax
practitioners and 436,500 employers. The IRS
publishes more than 90 booklets — three in
Spanish — on specific tax topics.

TR

RNINS o

Informing Taxpayers

Major television and radic networks and local
broadcasters provided free airtime having an es-
timated worth of $5.5 million for this year's pub-
lic service spot announcements giving taxpayers
information on provisions of the tax law and
guidance on filing tax returns property.

A new film, "*A Right Good Thing"' was pro-
duced to familiarize older Americans with tax
counseling for the elderly and other available as-
sistance in preparing income tax returns.

Specialized media receiving (RS information this
year included newspapers and magazines read
by tarmers and fishermen, working parents, old-
er Americans, barbers, beauticians and service
employees of hotels and restaurants. The intor-
mation covered special tax responsibilities and
benefits of particular interest to these taxpayer
groups.

The IRS issued more than 7,000 news releases
and responded to nearly 20,000 media inquiries
through the National Office and 75 field loca-
tions.




Claritying Notices

In responsa to concern about the clarity of IRS
computer-generated correspondence, a special
effort began in July 1980 to review, revise and
reformat all such notices. The goal of this
project is to make it easier for taxpayers to un-
derstand why they have received notices and
what action, if any, they need to take in re-
sponse. The IRS plans to begin using revised
noftices in January 1981, Taxpayer reaction to
the notices will be tested and teedback received

will be used in considering future notice revisions.

Making information Available

During calendar year 1979 the IRS processed
9,249 requests for IRS documents made under
the Freedom of Information Act — an increase
of 22 percent over 1978. Of this total, 5,716
were granted in full, 1,097 were granted in part
and 2,436 were either incomplete requests or
requests denied in full. The National Office read-
ing room serviced aproximately 31,000 addition-
al requests for documents available to the publ-
ic, including returns of exempt organizations,
pension plans and private letter rulings — a 17
percent increase over the prior year.

Under the Privacy Act of 1974, individuals made
371 requests for access to records about them-
selves and 20 requests to amend or correct
these records. The IRS permitted full access in
185 of these requests and granted partial acc-
ess in 82. The remaining 124 were either incom-
plete or denied in full.

Approximately 8,000 disclosures of tax informa-
tion were made to the Department of Justice;
188,000 to federal, state and local child support
enforcement agencies and 71 million to state tax
agencies under specific disclosure provisions in
the internal Revenue Code.

Effective June 1, 1980, authority for disclosure
‘of tax returns and return information to tederal
agencies for use in nontax criminal investiga-
tions was delegated to field offices to improve
the timeliness of disclosure services.

The IRS has agreements with 94 state tax agen-
cies for reciprocal exchange of confidential in-
formation. This federal-state exchange program
increases tax revenues, reduces duplicate ex-
aminations and increases taxpayer compliance
for both state tax agencies and the IRS. This
year the IRS approved implementation agree-
ments with 63 state tax agencies to identify
more precisely the information to be exchanged
and {imit disclosures to information that is need-
ed and used.

The IRS and the California Franchise Tax Board
this year developed procedures that wili efimi-
nate duplicate paper processing of information
returns filed. Each agency will transcribe a sepa-
rate group of documents and exchange magnet-
ic tape extracts. This cooperative effort will re-
sult in almost 100 percent transcription of infor-
mation returns filed by California residents for
use in document matching. The IRS is continual-
ly exploring methods of exchanging information
by magnetic tape to improve utilization of state
and federal tax administration resources.
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Helping Other Countries

In 1963 the IRS, in cooperation with the Agency
for International Development (AID), initiated a
program to assist foreign governments in mod-
ernizing their tax administration systems. During
the past 17 years IRS advisers have been as-
signed to thirty-eight countries, the Caribbean
Community and the Central American Secretari-
at for Economic Integration for periods from two
weeks 1o several years.

In 1980 the IRS provided long-term assistance
to Egynpt, Liberia and Sierra Leone, while
projects were completed in £! Salvador, the
Northern Mariana islands and the Trust Territo-
ries of the Pacific Islands. Short-term projects
were conducted in Jordan and Trinidad and To-
bago.

This year 405 officials from 74 countries visited
the IRS for orientation and observation pro-
grams. Since 1963 over 5,750 visitors from 134
countries have participated in these programs.
The IRS also presented a seven-week INTAX
seminar in tax administration for tax officials
from six countries and provided a guest speaker
at a seminar on computer-assisted audits spon-
sored by the Brazilian Ministry of Finance
school.

Problem Resolution

The problem resolution program (PRP) was es-
tablished nationwide in 1977 to bring special at-
tention to persistent taxpayer problems and
complaints not promptly or properly resolved

through normal procedures. In October 1979
the program was expanded to include all ten IRS
service centers.

Late in 1979 the IRS established a Taxpayer
Ombudsman in the Office of the Commissioner
to administer the nationwide problem resolution
program, represent taxpayer interests and con-
cerns within the IRS decision-making process,
review IRS policies and procedures for possible
adverse effects on taxpayers, propose ideas on
tax administration that will benefit taxpayers and
represent taxpayer views in the design of tax
forms and instructions.

The Taxpayer Ombudsman is not intended as a
substitute for existing appeals procedures, nor is
it meant to be another level of appeals for decid-
ing substantive tax disputes, although advice on
appeal rights is provided to taxpayers and com-
plaints about appeals procedures are heard and
acted upon by PRP offices.

This year 208,000 individual taxpayer problems
were resolved through PRP. If a case cannot be
resolved within five workdays the taxpayer is
contacted, advised of the status of the case and
provided the name and telephone number of the
empioyee responsible for resolution. PRP also
analyzes the underlying causes of taxpayer
problems so that organizational, procedural or
systemic problems can be identified and cor-
rected.




14th CIAT
General
Assembly

Commissioner of Internal Revenue Jerome
Kurtz was elected President of the
Inter-American Center of Tax Administrators
(CIAT) during its 14th General Assembly held
in Washington, D.C., June 22-27, 1980. This
was the first time a CIAT General Assembly
had been held in the United States. CIAT was
founded in 1967 to provide a forum for the
exchange of information experience and
technical assistance in tax administration in
the Western Hemisphere.

Deputy Secretary of the Treasury Robert
Carswell welcomed the more than 200
delegates, observers and special guests at
the opening ceremony.-Commissioner Kurtz
followed with the theme address,

g

“Fundamental Tax Audit Considerations,” and
during the week technical papers were
presented on various aspects of an audit
program. Deputy Commissioner William E.
Williams discussed unreported income and
U.S. tax administration and Assistant
Commissioner Joseph T. Davis spoke on
resources support.

Deputy Secretary and Mrs. Carswell hosted a
reception for delegates, observers and invited
guests at the Hall of the Americas in the
Organization of American States building
during the week-long event.

On the final day Commissioner and Mrs. Kurtz
hosted a dinner for the delegates at the
historic Gunston Hall Plantation at Lorton, Va.

Tax administrators elected 10 the 1980 CIAT Executive Council were {left 10 right):
Manual Lopez Acosta. Venezuela, Second Councitor; Edgardo Gutierrez Lopaz,
Costa Rica, First Councilor; Max Rodriguez Fadul, Colombia, First Alternate
Coauncilor; Guillermo Pristo Fortun, Mexico, Third Councilor; Commissioner Kuriz,
President; Fernando Ravelo Alvarez, Dominican Republic, Fourth Councilor; Alix
Paret, Haiti, Second Alternate Councilor, and Ricardo Cossio, Argentina, Fifth
Cauncilor,




24

Enforcing the Law

Examinations

During 1980 the IRS initiated a new method to
group individual returns for examination selec-
tion purposes. Classes, which are groupings of
returns by income levels, are used for scoring
returns in the discriminant function system (DIF)
— a computer method used to select individual
returns for examination using mathematical for-
mulas to measure the probability of error —
planning workioad and staffing and monitoring
results of examinations. Total positive income
(TP1) — the sum ot all positive income values
appearing on a return, with losses treated as
zero — now is being used to class nonbusiness
returns and total gross receipts (TGR) to group
business returns. TPI replaces the previously
used adjusted gross income (AGI) method of
classifying returns.

Examination and Correction Results

The IRS examined 2,179,297 returns in 1980, of
which 1,984,224 returns were examined in dis-
trict offices or at the taxpayer's residence or
place of business by tax auditors and revenue
agents — a decrease of 89,472 returns from
1979. The remaining 195,073 returns were ex-
amined in service centers, a decrease of 4,834
from 1979.

Revenue agents examined 615,671 returns at
taxpayer residences or places of business —
down 63,631 returns or 9 percent from last year.
Tax auditors examined 1,368,553 returns using
office audit procedures, down 25,841 returns or
2 percent from the previous year.

Examination coverage of income, estate and gift
tax returns was 2.12 percent compared to 2.24
percent in 1979.

The IRS examination program resulted in recom-
mendations for additional tax and penalties of
$9.4 billion — the largest amount ever - com-
pared to $7.1 billion in 1979. Of this total, indi-
vidual returns accounted for $2 billion, corpo-
rate returns.tor $6 billion, fiduciary returns for
$33.9 million, estate and gift tax returns for $1.1
billion and employment and excise returns for
$172 million.

The examination program also disclosed overas-
sessments on 130,132 returns resulting in re-
funds of $376 million, compared to 133,059 re-
turns with refunds of $328 milfion in 1979.

In addition to the district office examination pro-
gram, service centers also resolve or verity is-

sues that can be handled through correspon-
dence with the taxpayer. During the year
533,046 returns were verified or corrected
through correspondence by the service centers,
including 351,029 resulting from the matching
of information return documents. This total tig-
ure is up 36,612 returns, or 7 percent, over
1979. Recommended additional tax and penal-
ties totaled $123 million, compared to $118.2
million in 1979.

Statistica! Tables 8 and 9 show examination ac-
tivity for 1980 and 1979.

Large Corporations

The coordinated examination program (CEP),
which covered financial institutions and utilities
whose gross assets exceed $1 billion and other
corporations whose gross assets exceed $250
million, was restructured in 1980 to a two-tiered
program and new case identification criteria
were implemented. The two-tiered program in-
volves a national CEP and a newly established
regional CEP, with the most complicated cases
assigned to the national program. The new,
more sophisticated identification criteria consid-
er factors such as asset size, multiple entities,
multiple industries, complexities requiring spe-
cialists, gross receipts and application of re-
sources.

At the end ot 1980 there were 937 cases in the
national CEP and 567 cases in the regional CEP
with a combined average number of open years
per case of 2.8 compared to a three-year objec-
tive. Recommended tax deficiencies and penal-
ties totaled $4.35 billion during 1980 compared
to $2.7 billion tor 1979.

in 1980 the industry speciafization program in-
cluded 13 designated industries, encompassing
483 of the national CEP cases.

{n the computer-assisted audit program the IRS
uses the skills of 174 specialists trained in com-
puter systems hardware, computer program lan-
guages and examination techniques to reduce
the cost of investigations, examinations and
compliance projects. Engineer agents handled
12,459 requests for technical assistance — up
10 percent over {ast year. IRS has 319 field en-
gineers located in 26 groups in 17 key districts.
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Revenue Agents and Tax Auditors (District Examination Divisions)

Returns Examined
by Type of Tax

H

&-——————- Estate & Gift 1.9%
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Corporations 6.7%

All other 8.3%

Individual &
Fiduciary 83.1%

Dollar Recommendations (Millions)
by Type of Tax
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Estate & Gift 12.2%

Corporation 64.1%

All Other 2.7%

Individual &
Fiduciary 21.0%
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Tax Shelters

The tax shelter program was expanded and im-
proved in 1980. At the end of the year 193,933
returns with tax shelter issues were in the exami-
nation process -— an increase of 11,202 returns
over 1979,

A separate staff was established in January
1980 in our Technical organization to accelerate
the publication of rulings and furnishing of tech-
nical advice and assistance to IRS offices on tax
shelter issues. During 1980 thinteen tax shelter
revenue rulings were issued and over 100 re-
quests for technical advice and assistance from
the Examination Division were processed.

New procedures were developed to identify abu-
sive shelter cases — through information-gath-
ering projects, utilization of information from
other agencies and greater use of “‘John Dog”’
summonses — and to expedite the appeals pro-
cess.

With the addition of the commodities and real
estate shelter segments this year, the tax shelter
handbook developed for examiners now in-
cludes detailed examination techniques for sev-
en of the most common shelters. Tax shelter
training materials for examiners has been re-
vised and updated and a separate coursa has
been developed on commodities.

W-4 Program

During 1980 IRS developed a program 1o review
and follow up on questionable Forms W-4, Em-
ployee’s Withholding Allowance Certificate, to
check abuses by taxpayers who file incorrect
Forms W-4 with employers to avoid withholding
of income tax from wages.

Amendments to the Employment Tax Regula-
tions, issued March 11, 1980, require employers
to submit certain Forms W-4 to service centers,
starting with their employment tax returns due in
July 1980. If the IRS determines a Form W-4 to
be incorrect the employee and employer will be
notified that the Form W-4 is not acceptable.
The employer then must withheld as it the em-
ployee were single, claiming no withholding al-
lowances, until the employer receives a new
Form W-4 from the employee. Compliance with
the new regulations will be monitored by district
examination divisions during income and em-
ployment tax examinations.

Unreported Income

The IRS is attempting to identify, examine and
investigate areas of high underreporting and
nonreporting of income.

Beginning July 1980, a summary of information
returns and currency transaction records filed
for 1979 is being associated with 1979 individu-
al income tax returns for use in the selection
and examination of these returns.

Additional areas of potential noncompliance
continue to be identified and tested to determine
the extent of noncompliance.

Quallty Review

To assure impartial and unitorm tax administra-
tion in resolving issues and making quality ex-
aminations, new standards and guidelines have
been developed for selecting, examining and re-
viewing returns. A system is also being designed
to measure and report the quality ot completed
audits.

Appeals

Under the single level of appeal begun in calen-
dar year 1978, and Revenue Procedure 78-9,
the Appeals Division handied more cases than in
prior years. Conferences were otfered at all
locations where previously held under the two-
level system, In cases docketed with the U.S.
Tax Court, 60 percent of Appeals settiements
occurred within four months and 88 percent
within six months.

The number of cases received in Appeals con-
tinued to increase, from 48,845 cases last year
to 53,467 during the current year. Docketed
cases — those involving taxpayers who have
filed petitions with the U.S. Tax Court — in-
creased 7 percent and there was a 10 percent
increase in nondocketed work. Small cases con-
tinue to be a large part of Appeals work with
over 56 percent of receipts in 1980 involving
cases with deficiencies of less than $2,500,
compared to 54 percent in 1978. Disposals also
increased from 46,535 cases in 1979 to 49,971
in 1980.

The majority of cases handled in Appeals were
settied with the taxpayer without litigation. in
nondocketed cases, 85 percent were closed by
agreement, an increase from 82 percent, the re-
vised agreement rate for 1979. In docketed
cases, 61 percent were agreed in Appeals com-
pared to 57 percent, as revised for 1879. The
combined agreemsnt rate for Appeals and dis-
trict counsel including those cases dismissed by
the Tax Court, was 90 percent.
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Ending inventory in Appeals increased from
34,996 cases in 1979 to 36,047 at the end of
this year. The potential tax liability represented
by the cases in inventory increased from $7.2
billion to $8.7 billion.

A taxpayer whose informal request for abate-
ment of certain penalty assessments is denied
by service center or district office personnel may
also request an Appeals conterence. During
1980 Appeals disposed of 8,338 penalty ap-
peals compared to 7,200 in 1979. Of the $17.3
million in penalties protested, $9.3 million was
abated as a result of appeals.

Criminal Investigation

A total of 7,114 investigations were initiated in
the general and special enforcement programs
of the Crimina! Investigation Division in 1980.
The general enforcement program provides for
balanced criminal tax enforcement and geo-
graphical and occupational coverage of the
population involving various types of alleged vio-
lations of the tax laws. Other enforcement etforts
in this program include the prosecution of indi-
viduals who file multiple claims for tax refunds,
illegally refuse to pay their taxes through various
tax protests and promote the use of traudulent
tax shelters.

In the special enforcement program, individuals
who derive income from certain iliegal activities
and violate the tax laws are identified and inves-
tigated. This program also includes projects
such as the federal strike force program against
organized crime, the high-level narcotics finan-
ciers and tratfickers project, wagering tax en-
torcement and other efforts against racketeers.

Results of Criminal Action
In Tax Fraud Cases

Number of

Detendants

Action 1979 1980
Plea of Guilty or ,

nolo contendere 1,270 1,337

Convicted after trial 342 264

Acquitted 86 80

Nol-prossed or dismissed 183 193

Total Disposals 1,881 1,874

Indictments & Informations 1,820 1,832

Percentage of Jail Sentences

to Total Sentenced 445 465

Prosecutions were recommended in 2,267 in-
vestigations out of the 8,077 completed. Grand
juries indicted or U.S. Attorneys filed informa-
tions on 1,832 taxpayers. Prosection was suc-
cessfully completed in 1,601 cases.

Taxpayers entered guilty pleas in 1,244 cases,
93 pleaded nolo contendsre and 264 were con-
victed after trial. Acquittals and dismissals to-
taled 80 and 193, respectively. Of the 1,590 tax-
payers sentenced during the year, 740, or 46.5
percent, received jail sentences.

QOut of these totals, the special enforcement pro-
gram accounted for 1,302 completed investiga-
tions, 455 prosection recommendations and 257
convictions or pieas of guilty to tax charges.

Cooperation With Others

The Criminal Investigation Division participates
in the federal strike force program against orga-
nized crime. Strike forces are located in 13 ma-
jor cities and are coordinated by Department of
Justice attorneys. Investigations of high-leve!
narcotics financiers and traffickers are coordi-
nated with the Drug Enforcement Administra-
tion.

The Division also provides training in the use of
financial investigative techniques against *'white
collar’* crime to investigators for state crime
commissions, U.S. probation officers, state se-
curities commissions, U.S. Air Force Office of
Special Investigations, state alcohol and bever-
age control divisions, state police and other ted-
eral, state and local law enforcement agencies.

lllegal Tax Protesters

The IRS established a comprehensive program
in January 1979 to identify illegal tax protester
schemes and to take appropriate action through
examination, criminal investigation and collec-
tion programs to assure compliance with the tax
laws.

As of June 30, 1980, over 8,000 illegal tax pro-
tester returns were under examination. During
the first nine months of 1980, 135 indictments or
informations were returned on iliegal tax protest-
ers and 98 were convicted.

Collection

During 1980 the IRS disposed of 2.3 million de-
linquent accounts. Some $6 billion in overdue
taxes were collected. Of that sum, $2 billion
were collected in response to computer notices
sent to taxpayers and $4 billion were collected
on delinquent accounts. Approximately 1.4 mil-
lion delinquent tax returns were secured, involv-
ing $1.8 billion in additional assessments.

Results of Direct Enforcement on
Delinquent Accounts and Returns

1979 1980
Delinquent Taxes
Collected !
From Delinquent
Accounts $3,316.1 $3,995.9
From Notices $1,584.1 $2,003.7
Delinquent Retums
Secured?
By Collection Division 13242 11,3624
By Examination Division 58.2 48.1

Additional Tax, Penalty

and Interest Assessed

on Delinguent Retumns .

(Net of prepaid credits) !
By Collection Division $1,379.1 $1,753.4
By Examination Division $69.0 $55.6

! millions . 2thousands

Returns compliance programs identified poten-
tial nonfilers and resulted in securing 55,469 re-
turns with $17.9 million in additional taxes as-
sessed. Statistical Table 13 shows results for
1880.

Service Center Collection

A service center collection activity, which was
developed and tested over several years, was
operational in all centers during 1980. This ac-
tivity makes correspondence and telephone
contacts with taxpayers to resolve tax delin-
quencies and, under certain circumstances,
makes arrangements with taxpayers to pay lia-
bilities in installments. These service center col-
lection actions are being evaluated for efficiency
and timeliness.

Nonfiler Identlfication

New procedures for early identification and con-
tact of income tax nonfilers were established in
1980 and case selection criteria were refined to
improve the quality of investigations and mini-
mize contacts with persons not required to file.
Identification of nonfiters of business returns
was improved through matching information
documents.

Workload Control

Tax delinquencies were analyzed during 1980 to
find ways to cope with the increasing collection
workioad. For example, certain delinquencies
were earmarked to receive additional notices
and the timing between notices was changed to
increase the possibility of collection before a
tield contact becomes necessary.

Returns Compllance

New programs dealing with child care and agri-
cultural labor were begun during 1980 after
studies showed significant emptoyment tax non-
compliance in these areas.

The child care program resulted in several thou-
sand investigations for nontiling of Form 942,
Employer's Quarterly Return for Household Em-
ployees, by taxpayers who listed large amounts
tor in-home child care on their income tax re-
turns. .

The agricultural labor program also resulted in
several thousand investigations for nonfiling of
Forms 943, Employer’s Annual Tax Return for
Agricultural Employees, by taxpayers who
claimed large amounts for hired labor on Sched-
ule F, Farm Income and Expenses.

Bankruptcy

The Bankruptcy Reform Act of 1978, which be-
came eftective on Oct. 1, 1978, had a substan-
tial impact on IRS collection operations. The
new law requires special handling of tax returns.
No tax may be assessed for periods ending be-
fore the bankruptcy proceeding began, until an
automatic stay of assessment period has ex-
pired. To prevent assessment, a new computer
program was designed to block the normal pro-
cessing of tax returns from taxpayers who have
declared bankruptey. This aliows the IRS to
monitor the court proceeding and then assess
the tax when legally permissible.

Offers in Compromise

The otfer-in-compromise procedure, authorized
since 1831 to compromise liabilities owed to the
United States, is used to bring about maximum
collection in situations where collection or the
correctness of a liability is in doubt. The Collec-
tion Division processed 1,763 offers in compro-
mise in 1980.

Child Support Obligations

The law requires the IRS to collect delinquent
child support payments on behall of certain
state agencies. In the past IRS collection was
used for cases in which a court-ordered child
support obligation was delinquent and assign-
ment of support rights had been extended as a
condition of eligibility ot aid to families with de-
pendent children (AFDC). This year a change in
the law exiended the responsibility of the IRS to
collect child support for nonAFDC families.
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Information Returns Program

In 1980, 547 million information documents
were received. More than 358 million informa-
tion returns were received by the 1RS from busi-
nesses and organizations reporting interest, divi-
dends and other payments. Over 303 million of
these were submitted on magnetic media. The
Social Security Administration, which under
combined annual wage reporting receives and
processes Forms W-2, received information
from over 189 million Forms W-2.

The IRS received over 100 million pre-1974 Se-
ries E savings bonds redeemed in 1980 from the
Bureau of Public Debt tor inclusion in the infor-
mation returns program. These bonds date back
10 1941. Since 1973, U.S. government bond re-
demptions have been reported to the IRS on
magnetic media.

The IRS will continue to match most information
returns submitted on magnetic media to verify
that-correct amounts are reported on taxpayers’

Information Returns
Reported on Magnetic Media

Tax Documents  Reporting
Year (thousands) Entities
1967 36,492 1,048
1968 47,686 2,426
1969 58,951 2,963
1970 68,300 4,637
1971 91,449 8,504
1972 115,008 12,758
1973 144,533 13,128
1974* 185,554 21,862
1975+ 216,839 32,486
1976* 248,106 35,013
1977* 275,423 39,980
1978* R269,936 38,417
1979* 303,338 43,840 .

returns. Also, of the information returns submit-
ted this year on paper, approximately 25 percent
will be matched compared to 20 percent last
year.

A new form, 1099 NEC, was provided this year
for persons in a trade or business to report fees,
commissions or other compensation totaling
more than $600 for the year paid to anyone who
is not an employee.

In 1980 the IRS notified over 2.1 million taxpay-
ers of potential discrepancies between income
reported on their tax returns and income report-
ed on information returns. Also, 1.4 million tax-
payers were sent notices of apparent failure to
file tax returns based on information returns.

This year the IRS began using information re-
turns in selecting income tax returns for exami-
nation and for use in connection with actual ex-
aminations. Next year information documents
also will be used to locate and contact taxpayers
who filed income tax returns in previous years
but failed to do so for the current year,

1 Operati

Inter
To conduct the business of the IRS outside the
territorial boundaries of the United States, the
Office of International Operations (OIO) has for-
eign posts in key cities around the world. Be-
cause of the steady growth of the U.S. citizen
population and business investments in foreign
countries, this year the IRS increased the num-
ber of posts from 14 to 16, adding offices in
Nassau and Vancouver. The Tehran post, which
was closed in January 1979, this year was relo-
cated to Jidda, Saudi Arabia.

Foreign posts are headed by revenue service
representatives (RSRs) who manage the exami-
nation, collection and taxpayer service programs
at the posts in addition to conducting special-
ized investigations in support of U.S. domestic
examination and criminal cases. Beyond this,
RASRs serve as liaisons with foreign tax authori-
ties in both treaty and nontreaty countries,

C li Overseas

R Data revised from previous annual report.

* Calendar year data. Data for 1973 and before covers
the 6 month period January through June.

Note: For 1978 and subsequent years the volumes
shown do not include Forms W-2 and W-2P processed
by the Social Security Administration under the com-
bined annual wage reporting system,

In 1980 over 16,000 returns were examined and
nearly $250 miffion in additional tax and penal-
ties were recommended. While about 20 percent
of these returns were examined overseas, most
returns, including those of foreign entities doing
business in the U.S. or U.S. business controlled
by foreign interests, are examined in the U.S. In
October 1978 Congress enacted sweeping
changes for the taxation of U.S. citizens working
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U.S. Taxpayers Residing O averseas. During this past year OlO examined
{in thousands) the first returns filed since the change and the
effect of this legislation is being evaluated tor
008 Treasury and Congress.

Asslsting Taxpayers Abroad

9 Approximately 150,000 taxpayers visited offices
in over 120 cities in 68 countries seeking tax as-
sistance and 1,800 taxpayers attended 84 tax
seminars sponsored by IRS. Seven military tax
workshops wers conducted attracting over 550
participants who in turn helped thousands of
armed service personnel overseas prepare their
own tax returns.

Tax Treaties

The U.S. has income tax treaties with forty
countries and estate tax treaties with thirteen,
designed to eliminate double taxation, remove
tax barriers to trade and investment and curb tax
avoidance.

1960 1965 1970 1975 1980




in 1980 IRS representatives met with treaty part-
ners throughout the world to develop the lirame—
work for improved exchanges of information and
for the resolution of double taxation cases. By
exchanging information under the provisions 01_
1ax treaties, the IRS enhances worldwide compli-
ance with U.S. tax laws, mitigates instances 91
double taxation and assists U.S. businesses in
securing uniform treatment of their international
transactions. We also continued to work closely
with the Puerto Rican Department of Treasury
and the Virgin Istand's Department of Finance to
resolve double taxation cases and to exchange
taxpayer return information.

Employee Plans

A taxpayer compliance measurement program
(TCMP) for employee benefit plan returns was
started during 1980 to examine random samples
of returns to ensure continued compliance with
the Employee Retirement Income Security Aclef
1974 (ERISA). Data gathered during the exami-
nation of these returns will be used for planning
future examination programs, improving the se-
lection of returns for examination and identifying
needed changes to the Forms 5500 series re-
turns and instructions. Under the program,
which began in January 1980, approximately
18,000 Forms 5500 and 5500C returns with
plan years beginning in 1978 will be examined.

An ERISA noncompliance enforcement program
was established this year to bring into compli-
ance those employee benefit plans that received
favorable pre- or post-ERISA determination le}»
ters but failed to comply timely with the law, final
regulations or other ERISA requiremfants. The
program is designed to protect the rights ?”fj
benefits of plan participants by providing limited
relief from sanctions for those plans that volun-
tarily agree to comply with ERISA and restore
benelits to participants that were not provided
because of failure to comply timely with ERISA.

A revenue procedure issued this year concern-
ing simplified employee pension (SEP) plans
gives guidance o sponsors seeking rulings and
opinion letters for prototype SEP plans. SEPs,
made possible by the Revenue Act of 1978, al-
low an employer to contribute annually up to the
lesser of 15 percent of compensation or $7,500
to each participating employee’s individual re-
tirement account or annuity (IRA). A model SEP
agreement — Form 5305-SEP — available now,
is a qualitied SEP with no further IRS approval
when an adopting employer executes it proper-
ly.

A post-review program was initiated to ensure
that all 17 key districts are uniformly applying
the law and IRS procedures when issuing deter-
mination letters on the qualification of plans. Un-
der this program determination letters issued on
the qualification of plans and the tax-exempl sta-
1us of related trusts by key districts are subject
to selection for post review by the National Of-
fice.

During the year 7 regutations and 32 revenue
rulings and procedures were issued, as well as
4,621 National Office opinion letters, on master
and prototype plans dealing with Keogh ptans,
corporate plans and individual retirement ac-
counts and annuities. In 1979 the IRS completed
a review of pre-ERISA revenue rulings for modi-
fication, restatement, obsolescence or revoca-
tion and during the current year began making
public the results of this review.

Advance determination letters are issued by IRS
on the qualification of pension, profit-sharing
and other employee benefit plans. During the
year 168,874 determination letters were issued
on corporate and self-employed plans — an in-
crease of 20 percent over 1979. Also, 19,378
plans were examined to determine the qualifica-
tion of plans in operation, to verity the employ-
ers’ allowable deduction tor contributions to
plans and 1o assure that the rights and bensfits
of plan participants are protected.

Exempt Organizations

During 1980 the Exempt Organizations activity
issued or revised 8 regulations, 35 revenue rul-
ings and procedures, 374 technical advice
memorandums, 19 announcements and 4 publi-
cations, and examined 23,807 exempt organiza-
tion returns. In addition, 52,699 applications,
reapplications and requests for rulings from or-
ganizations were acted on.

A total of 22,582 organizations exempt under
provisions of Internal Revenue Code sections
501(c)(3) through 501(c)(8) have been identi-
tied to be examined under the taxpayer compli-
ance measurement program (TCMP). Approxi-
mately 5,500 TCMP returns will be examined in
each of the four fiscal years beginning Oct. 1,
1980.

Examination guidelines were published to alert
examiners to various private benefit or inure-
ment problems that may exist in the operation of
home health care organizations. The examina-
tion coverage in this area increased from five to
ten percent in 1980.

The use of new guidelines that provide uniform
procedures for identifying, investigating and ex-
amining organizations employing questionable
claims of tax-exempt church status have assis-
ted in identifying such organizations and re-
sulted in successtul litigation against many.

On May 5th and June 6th, 1980, the District
Court for the District of Columbia in the case of
Green v. Miller supplemented and modified a
1971 injunction prohibiting the IRS from recog-
nizing racially discriminatory schools as tax-ex-
empt under /RC 501(c)(3). Under the court or-
der the IRS is prohibited from recognizing the
tax exempt status of private schools in the State
of Mississippi that have been adjudicated dis-
criminatory or have been formed or expanded at
the time of public school desegregation and
cannot demonstrate that they are not racially
discriminatory.

The order further requires that IRS survey all pri-
vate schools in Mississippi to identify those that
were created or expanded at the time of racial
desegregation of the public schools. The IRS
must then review facts and circumstances to de-
termine if these schools discriminate in admis-
sions, employment, scholarships, loan pro-
grams, athletic and extracurricular programs. By
terms of the order the IRS must report to the
Court in six months and then on each July 1 tor
the next three years.

With respect to schools outside of Mississippi,
the IRS was prohibited by sections 103 and 615
of the Appropriations Act of 1980 from spending
any funds during the fiscal year to carry out pro-
posed revenue procedures setting forth stan-
dards similar to those required by the court or-
der or to adopt new procedures that would
cause the loss of tax exempt status. In these
schools the IRS is applying the procedures and
examination guidelines in effect betore Aug. 22,
1978,
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Research and Operations Analysis

During 1980 the IRS revised its long-range plan-
ning process to place greater emphasis on the
analysis and executive assessment of critical is-
sues and problems. The new process, including
periodic executive issues conferences, a Ser-
vicewide research plan and a strategic plan doc-
ument, will be phased in during 1981. Also, this
year the IRS established a permanent unreport-
ed income research group.

Major Research Projects

Throughout 1980 IRS information reporting pro-
grams were reviewed, a project was begun to
measure compliance in reporting nonemploy-
ment compensation on the newly established
Form 1099-NEC and a study on the feasibility of
extending information reporting to bearer instru-
ments continued. .

Following a two-year pilot study the IRS decided
to phase in a program in which payers of non-
wage income may satisfy both tederal and state
information reporting requirements by submit-
ting a single magnetic tape of payments to the
IRS that will, in turn, generate secondary tapes
for state revenue agencies.

This year, as provided by the Revenue Act of
1978, the IRS began a study to simplity all indi-
vidual income tax forms and instructions work-
ing with private design and language consul-
tants. The study provides for a preliminary report
to be sent to Congress in November 1980, while
the IRS and the contractor will continue to test
and refine the proposed new forms and instruc-
tions during 1981.

The IRS continued studies to determine compli-
ance with some of the approximately 90 provi-
sions in the Internal Revenus Code that allow
taxpayers to defer certain tax consequences to
later years. The tax return examination phases
of several studies were completed during the
year and the collected data are being analyzed

1o determine compliance levels, tax conse-
quences and the need for continued efforts in
each area. These studies invoive state income
tax refunds, gains on sales of personat resi-
dences and sales of stocks with cost basis re-
duced by splits or nontaxable distributions,

Other studies dealt with deferred gains on in-
stallment sales, amortization ot changes in ac-
counting methods, recapture of certain deduc-
tions on muititamily housing projects insured by
the Department of Housing and Urban Develop-
ment and tracking amortization or depreciation
on certified historic structures. Efforts also were
begun to track certain other tax benefits, such
as the once-in-a-lifetime exclusion on gains from
the sale of a principal residence and special
farm valuations for estate tax purposes.

The IRS continued a study of the highway ex-
cise tax structure and different tax funding meth-
ods for the highway trust fund by sending ques-
tionnaires to IRS personnel engaged in the man-
agement, examination and collection of taxes
dedicated to this fund. Treasury delivered its first
progress report on this study to Congress this
year and the final report is due in April 1982,

Taxpayer Compliance Measurement

The taxpayer compliance measurement program
(TCMP) is the basic IRS research activity for es-
timating the nature and extent of tax taw compli-
ance. The results are used to plan enforcement
programs, improve computer selection of re-
turns for examination, allocate IRS resources,
formulate taxpayer information programs and
improve tax return forms and instructions.




This year the IRS completed TCMP examina-
tions of a sample of corporation income tax re-
turns filed in 1978 and started examination ot
randomly selected employee plan returns
(Forms 5500 and 5500C), individual returns
(Forms 1040 and 1040A) and exempt organiza-
tion returns (Form 990 series).

Statistics

Statistics of Income (SOI) publications issued in
1980 included preliminary reports for individual
tax returns for 1978 and unincorporated busi-
nesses for 1977, plus complete reports of indi-
vidual returns for 1977, unincorporated busi-
nesses for 1976 and corporations for 1975.

The 1978 preliminary report for individuals con-
tained statistics on the residential and business
energy investment credits provided by the Ener-
gy Tax Act of 1978. Data reflecting the effect of
other tax legislation as well as information on
high-income taxpayers also were shown.

This year the IRS published its first supplemental
report on domestic international sales corpora-
tions (DISCs), presenting information on prod-
ucts and services exported, by country for
which the exports were destined. Two other
supplemental reports provided information on
the foreign income and taxes of U.S, corpora-
tions claiming a foreign tax credit and on the op-
erations of foreign subsidiaries of U.S. corpora-
tions.

During the year the IRS also provided a report
dealing with the sale or exchange of capital as-
sets for tax year 1973, classified by type of as-
set, by the amount of adjusted gross income
and by the length of time the assets were held.

Other SOI publications compieted in 1980 in-
cluded a study of private foundations tor 1974
and a report on individual retirement accounts
for returns filed in 1976.

SOl publications may be obtained from the Su-
perintendent of Documents, U.S. Government
Printing Office, Washington, D.C. 20402,

In 1980 the IRS turnished the Department of La-
bor a magnetic tape file of a sample of returns
tor employee benefit plans tor 1977 and provid-
ed the Treasury Office of Tax Analysis (OTA) a
magnetic tape file containing income tax return
data from a sample of smali corporate busi-
nesses and their owners for use in a special
study. Work also began on developing a system
to provide OTA with data for a report to
Congress on the effect of the Crude Oil Windfall
Profit Tax Act of 1980.

The IRS also furnished OTA statistics on DISCs,
taxpayers who participated in or cooperated
with an international boycott and the revised
system of taxing domestic corporations on their
operations in Puerto Rico and U.S. Possessions.

Tax Models

The five basic tax models — individuals, corpo-
rations, sole proprietorships, partnerships and
estates — used to make timely estimates of the
potential impact and revenue eftects of pro-
posed tax legislation were updated in 1980. The
models consist of computer programs to tabu-
late and analyze the most current SQi data avail-
able in these areas. Under a federal-state ex-
change program state governments can obtain
copies of the individual income tax model file for
their tax administration purposes. The public
may purchase from the National Archives the
same file without data identitying taxpayers.

Legislative Analysls

This year the IRS developed 16 impiementation
plans to administer new tax legislation.
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Requests for Tax Rulings and Technical Advice (Closings)
Taxpayers’ Field
Subject . Total Requests Requests
Total 31,284 29,869 1,418
Administrative Provisions 107 76 3
Changes in Accounting Methods 7,980 7.980 —_—
Changes in Accounting Periods 13,313 13,313 —
Earnings and Profits Determinations 1,298 1,298 —
Employment and Self-Employment Taxes 1,041 335 708
Engineering Questions 214 155 59
Estate and Gift Taxes 497 369 128
Excise Taxes 160 75 85
individual Income Tax Matters 2,223 2,097 126
Corporation Tax Matters 4,451 4,171 280

Technical Activities

During the year IRS acted on 31,284 requests
for technical advice, including 21,293 requests
for changes in accounting methods and periods,
and issued 456 revenue rulings and revenue
procedures.

Letter rulings are written statements issued to
taxpayers interpreting and applying tax law to
specific sets of facts. Such rulings provide guid-
ance concerning the tax effect ot proposed
transactions. Letter rulings are not precedents
and may not be relied upon by taxpayers other
than the recipient of the ruling.

Technical advice is issued by the National Office
at the request of district offices to provide guid-
ance on the proper applicaton of the tax laws to
specific facts in connection with audits of tax-
payers' returns or claims for refund or credit.

Revenue rulings are interpretations ot the tax
laws published in the weekly Internal Revenue
Bulletin to inform and guide taxpayers, practi-
tioners and RS personnel.

Updated Procedures

During 1980 the IRS provided revised proce-
dures for issuing rulings and determination let-
ters and for entering into closing agreements,
provided revised procedures for turnishing tech-
nical advice to district directors and chiefs of ap-
peals and published a complete list ot no-ruling
areas that provides for early announcement of
those issues added or deleted.

Internal Revenue Bulletin

The weekly Intarnal Revenue Bulletin announces
official rulings and procedures of the IRS and
published Treasury Decisions, Executive Orders,
tax conventions, legislation, court decisions and
other items of general interest. Bulletin contents
of a permanent nature are consolidated semian-
nually into Cumulative Bulietins . Weekly and
semiannual issues are available 1o the public
through the Superintendent of Documents, U.S.
Government Printing Office, Washington, D.C.
20402.

During 1980 the Bulletin included 398 revenue
rulings, 58 revenue procedures, 15 public taws
relating to internal revenue matters and 19 com-
mittee reports, 80 Treasury Decisions containing
new or amended regulations, 19 delegation or-

Revenue Rulings and Revenue
Procedures Published

Type Number
Administrative 20
Employment taxes 19
Estate and Gift Taxes 46
Excise Taxes 37
Exempt Organizations 35
income Taxes 260
Employee Plans k1l
Tax Conventions 8

Total 456




ders, 1 Treasury Department Order, 22 notices
of suspension and disbarment from practice be-
fore the IR, 253 announcements of general in-
terest and 3 court decisions.

Art Print Panel

A new advisory group was created this year to
advise the IRS on the valuation of art prints. The
art print panel consists of print publishers, dis-
tributors, retailers and curators and will review
taxpayer appraisals to determine whether
claimed values are appropriate. The panel will
help the IRS cope with abusive tax shelters that
use inflated appraisals of art print publishing
ventures.

internal Audit

Additional revenue of $150 million accrued to
IRS when management acted on Internal Audit
reports that strengthened controls, improved op-
erations and brought about better service to tax-
payers. Top managers were provided with a bet-
ter perspective on how their functions operated
through 42 coordinated audits that sampled of-
fices to evaluate IRS programs nationally and re-
gionally. Abstracts of Internal Audit tindings are
distributed monthly to IRS officials to alert them
to areas that may need increased management
attention. Reports are also made to top manage-
ment on the implementation and ettectiveness of
actions taken on General Accounting Office re-
views of IRS activities.

This year Internal Audit also established a group
of auditors to review the design and develop-
ment of new and significantly modified automat-
ic data processing systems. These reviews de-
termined whether internal controls, documenta-
tion standards and audit trails existed and
whether controls were cost effective, efficient,
complied with legal requirements and carried
out management policies prescribed for the sys-
tem.

Internal Securlty

Internal Security Division investigations to pro-
tect the integrity of the IRS resuited in the arrest
or indictment of 107 taxpayers and tax practi-
tioners and 65 IRS employees or former employ-
ees and 89 persons were convicted or pleaded
guilty. Of these convictions, 20 were for bribery
and 14 were for assault while the rest invoived
conspiracy to defraud the government, obstruc-
tion of justice, embezziement, disclosure of con-
fidential tax information and impersonation of a
tederal officer.

One investigation uncovered corruption involv-
ing members of an IRS unit that appraises val-
ues on real properly. Bribes estimated at
$62,000 were paid to some IRS employees and
a supervisor for placing low appraisal values on
property tor federal estate and gift tax purposes.
The appraisals were estimated at $17 million be-
low fair market value and the potential tax loss
to the government was approximately $4.5 mil-
lion. Former IRS employees, executives in pri-
vate industry, attorneys and certified pubiic ac-
countants were among the 13 defendants in this
case. All were convicted.

Assaults and threats against IRS employees in-
creased from 455 in 1979 to 508 in 1980. The
Division protects all IRS employees so threat-
ened or assaulted while performing their duties
and seeks vigorous prosecution of these cases.

In addition to investigating criminal misconduct
or irregularities affecting IRS employees or oper-
ations, Internal Security conducts background
investigations to determine the suitability of ap-
plicants and newly hired employees. The Divi-
sion completed 11,727 background investiga-
tions of employees during the year and conduct-
ed police record checks on all persons consid-
ered for temporary appointments. These investi-
gations and record searches resulted in the re-
jection of 107 job applicanis and dismissals,
suspensions, reprimands, warnings or demo-
tions against 376 employees. In addition, the Di-
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vision conducted 527 investigations involving al-
leged employee misconduct and 128 of these
investigations resulted in exoneration of the em-
ployees involved.

Integrity Program

Continuing its etforts to assist IRS managers in
maintaining a high degree of employee honesty,
the Inspection Service's integrity program is
aimed at preventing fraud, waste and error. This
program includes reviews and investigations to
detect and deter material fraud and weaknesses
in controls.

The Internal Security Division continued to in-
crease the number of integrity awareness pre-
sentations to IRS employees, which include vid-
eotapes that realistically portray bribery situa-
tions as well as other possible integrity breaches
employees may encounter.

Fiscal Management

During 1980 savings of about $1.4 million were
reported and veritied through a management-
generated savings program that rewards man-
agers who cut costs. This procedure allows
managers to reapply half of the savings resulting
from their cost-cutting initiatives to programs un-
der their control that they determine to be most
in need of additional resources. The balance is
used to deal with Servicewide problems or is
given up in the next year's budget.

o

Personnel

In implementing the Civil Service Reform Act this
year the IRS developed critical job elements and
performance standards for managers and man-
agement officials covered under merit pay and
implemented a Servicewide merit pay pertor-
mance appraisal system. in addition, critical job

elements and performance standards were es-
tablished for approximately 55,000 empioyees
under 300 different standard position descrip-
tions not covered by merit pay. The Senior Ex-
ecutive Service (SES) and the federal equal op-
portunity recruitment program were implement-
ed, the Executive Resources Board was revised,
a Performance Review Board was established
and all personnel training programs have been
or are being revised to reflect new statutory and
regulatory requirements.

Recruitment

This year the IRS negotiated an agreement with
the Cftice of Personne! Management (OPM) to
accept fully detegated authority to examine and
certity candidates for the internal revenue agent
occupation nationwide. This delegation of au-
thority — with an improved equal employment
opportunity affirmative action program, targeted
advertising and a new rating schedule — will im-
prove the timeliness and effectiveness of recruit-
ment. The IRS is negotiating for similar authority
to recruit and examine for additional occupa-
tions unique to IRS, such as revenue officer and
tax auditor.

Labor Relations

This year the negotialion of a master labor
agreement continued with the aid of the Federal
Mediation and Conciliation Service.

Labor relations information is provided to field
offices biweekly through the Labor Relations Re-
port, a newsletter for executives and personne!
staffs.

Awards and Recognition

Joseph T. Davis, Assistant Commissioner tor Re-
sources Management, received the National Civ-
il Service League Career Service Award this
year. In September, Deputy Commissioner Wil-
liam E. Williams and Assistant Commissioner
Davis were two of only forty-nine federal execu-
tives to receive the SES Distinguished Rank
Award from the President. In addition, four other
IRS executives received SES Meritorious Rank
Awards from the Secretary of the Treasury. They
were: Thomas Cardoza, Western Regional Com-
missioner; William Waters, Mid-Atlantic Regional
Commissioner; Americo Attorri, Mid-Atlantic As-
sistant Regional Commissioner for Resources
Management, and Joseph Kump, Fiscal Man-
agement Officer. Also, 56 employees received
Presidential Letters of Commendation for contri-
butions resulting in benefits ot $5,000 or more




or for exceptional achievement in specific pro-
grams and 49 more were recommended to re-
ceive commendation letters.

Awards presented under the IRS incentive
awards program included 13 Commissioner's
Awards and nearly 13,000 awards to employees
tor adopted suggestions, sustained superior per-
formance and other special acts or services,
saving about $3.3 miition.

Other Personnel Programs

The IRS has replaced its alcoholism program
with a broadly based employee assistance pro-
gram through which employees troubled by any
personal or emotional problem will be coun-
seled, at their request, to help them identity
problerns and motivate them to seek profession-
al assistance.

The IRS is conducting tests in eleven offices un-
der OFM's experimental program 1o examine
and evaluate schedules that allow fiexible and
compressed working hours as well as part-time
empioyment. These tests are being monitored
through the use of employee questionnaires, on-
site research coordinator reports and an analy-
sis of production data. information and conclu-
sions concerning the program will be reported to
IRS top management and to OPM in May 1981.

Centralized Services

In the second year of centralized services, in-
structions and guidelines were issued to bring
about the uniform processing of work docu-
ments by all districts. A new quality measure-
ment system was developed as well as a com-
puterized work planning and control system. Nia-
tionwide implementation of both systems was
started in the fall of 1980.

Facilities Management

This year the IRS began a major building pro-
gram in support of the service center replace-
ment system that involves the replacement of al-
most all automatic data processing equipment in
the ten service centers. The design for the first
group of five service centers was completed in
1980 and by 1983 new computer rooms will be
finished in all centers.

An IRS/General Services Administration task
force on energy conservation completed an on-
site survey of all IRS service centers and estab-
lished plans and schedules for immediate ener-
gy conservation. The measures recommended
will result in energy savings of up to 33 percent
pased on 1975 use. This energy savings could
keep approximately 3,600 average homes com-
fortable through one entire heating season.

Management's continued emphasis on reducing
the number of calls placed over the federal tele-
communications system network enabled the
IRS to absorb a tariff rate increase of approxi-
mately $160,000 without additional cost.

Paperwork Management

The IRS continued its efforts to eliminate unnec-
essary internal management reporting, cancel-
ing 26 reports in 1980 for annual savings of ap-
proximately $540,000.

Disposing of some 185,000 cubic feet of rec-
ords and retiring nearly 432,000 cubic feet to
tederal record centers resulted in the release of
space and equipment valued at $6.9 million.

During 1980 the IRS completed testing and eval-
uating equipment for the wage information re-
trieval system (WIRS), one of the largest com-
puter-assisted microfilm retrieval applications in
the country. This program, conducted at the An-
dover Service Center, is an integral part of the
tederal government's etfort to eliminate dupli-
cate information reporting by the public.

Other Facilities Programs

The IRS had 4.5 disabling injuries per miliion
staft hours worked in calendar year 1979, com-
pared to 3.2 disabling injuries per miliion statf
hours the year before. IRS employees drove 121
million miles with an accident frequency rate of
5.2 accidents per million miles driven. in 1978,
employees also drove 121 miliion miles, but had
an accident frequency rate of 5.5 accidents for
each million miles driven.
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Braille machines and reading machines to aid
rgsearch by visually handicapped taxpayer ser-
vice employees are being tested and evaluated
at seven pilot locations around the country,

Security

Dur_mg 1980 the IRS reviewed and evaluated se-
Curity at computer sites, developed systemic
anq procedural safeguards and assisted system
designers. The IRS also conducted safeguard
reviews of federal, state and local governmental
agencies that receive taxpayer information to
assure that those agencies comply with IRS se-
curity standards. IRS has initiated a risk analysis
program to examine actual and potential threats
to lhe_security of automatic data processing in-
s1a|lat_|o‘ns and systems and to recommend cost
;?:reaf:_clal safeguards to reduce the risk of loss
ion or unauthori; i
oD or una uthorized d:sclosure of sensitive

Training

This year the IRS conducted 555 training
courses, providing some 96,700 opportunities
:_or. individual training, with some employees par-
icipating in more than one trainin ivil -
oG moar g activity dur-

A new training plan has been adopted, i
for about one-half of the training cpurriéljil::\ni%
the next decade to be delivered at the larger
posts-of-duty rather than in centralized class-
rooms. This will result in a need for fewer in-
structors and savings in trave! and per diern.

The IRS also conducted a revised executive de-
velqpment program, added a new tax adminis-
tration course 10 the executive training curricu-
lum and_ introduced a new computerized system
for administering and monitoring individual de-
velopment of executives.

A new training program prepared internal reve-
nue agents 1o summarize the prosecution’s case
or toAglve exper} testimony in trial appearances.
Pret'n$| and during-trial duties and actual pre-
sentation of expert testimony are all st

! {{
during the training. Y . eesed

Training also was develo,

q : ped to help problem
resclut:qn ofl{cers manage their program and to
learn to identify systemic and procedural prob-
lems when attempting to resoive taxpayer com-

.pla'ints not satisfied through normal IRS chan-
nels.

In response to passage of the Crude Qil Wi
Profit Tax Act of 1980, training was deovglzv;;ggf?g
provide selected examiners with an understand-
ing of the law and congressional intent, informa-
tgon about required examinations and v'erifica-
tions under the proposed regulations and an

2\$Niew of the report writing implications of the

Other new training programs developed i

cover a basic and advanced slatisticzl g;"m;f.)r?g
course for revenue agents, combined annual
wage reporting, disclosure orientation for ser-
vice center employees and iliegal tax protester
training for employees who have public contact.

And, the IRS has entered into an agreement with
Arkansqs Enterprises for the Blind so that some
ylsually impaired students will receive IRS train-
ing needed for employment with the IRS,




Equal Employment Opportunity

From July 1979 to July 1980, full-time regular
employment increased by 2.4 percent. The
number of women employed increased 6.1 per-
cent ahd minorities by 12.6 percent. Women in-
creased their representation in the higher
grades from 5.3 percent of the positions at GS-
13 and above 1o 6.5 percent and minorities from
6.5 percent to 7 percent. The employment of
women and minorities also gained in such key
jobs as revenue agent, attorney, criminal investi-
gator and appeals officer.

Nationwide, IRS offices observed such special
events as Black History Month, Women-in-Gov-
ernment Month, Hispanic Heritage Week and
Asian/Pacific American Week. All managers
and executives received egual employment op-
portunity (EEQ) training as part of merit pay and
SES training, while other EEO training was of-
tered in courses such as that given to special
emphasis coordinators.

IRS contract awards during 1980 totaled
$23,238,000 to small businesses and
$6,020,000 to minority and disadvantaged firms.

Data Services

The past year has been a period of transition
with Data Services preparing for the equipment
replacement program (ERP). Two divisions were
merged to form a Tax Systems Division, consoli-
dating analysts and programmers; guidelines
were established for systems development; im-
proved procedures were introduced for analysis,
design and programming, and greater emphasis
was placed on use of & high-level computer pro-
gramming language.

The service center reptacement system (SCRS),
the first portion of ERP, moved closer to realiza-
tion with the issuance of a formal invitation to
the computer industry to submit bids for the sys-
tern. Another step toward SCRS was taken with

nationwide installation of the data communica-
tions processing system (DCPS). DCPS current-
ly augments the integrated data retrieval system
and will be coupled with SCRS.

In 1980 Data Services worked with its IRS users
to design and program changes that would elim-
inate the need at ten service centers for manual-
ly sorting returns and documents by district of-
fice code. Beginning Jan. 1, 1981, service cen-
ters will no longer sort most tax returns and re-
lated documents by the geographic locations in
which taxpayers reside. Previously such sorting
was done for control and accounting, but these
procedures will now be automated. It is estimat-
ed that this refinement will save the IRS $2.2 mil-
lion when fully implemented.

Data Services also continued to respond to user
needs for changes and improvements to existing
programs. Currently there are more than 2,700
computer programs active in the National Office
alone to meet user requirements.

National Computer Center

With construction and renovation continuing at
the National Computer Center (NCC), five com-
puter systems, the library of some 125,000 mag-
netic tapes and related functions were moved to
a permanent location in an addition to the exist-
ing building.

As of July the number of taxpayer accounts on
the individual master file had grown to 117.2
million, an increase of 2.8 percent over the
same period in 1979. The business master file
grew to 22.9 million accounts — 9.1 percent
above 1979. The exempt organization, employ-
ee plans and individual retirement account mas-
ter files contain 1.1 million, 1.3 million and
260,000 accounts, respectively.

Another computer system, making a total of
nine, was installed and producing in March,
making it possible for NCC to accelerate the
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pracessing of more than 300 million information
doqumgnts to assist in screening returns for ex-
amination.

Detrolt Data Center

The payroll system, which services all of IRS,
was converted 10 a new computer system that
now handles the bi-weekly payroll for more than
90,000 employees. As the IRS' central site for
fmanagement information systems, the Data
Center generates about 150 personnel and fis-
cal reports, and more than twice that many for
other projects each month. This year the Data
Center also has provided TCMP tabulations,
management information reports and special
eyaluations such as the casino/racetrack win-
nings compliance study.

Chiet Counsel

The Chief Counsel, an Assistant General Coun-
selv of the Treasury Department, is the chiet legal
officer for the IRS and is a member of the Com-
missioner's executive staff. As such the Chief
Cour'!sgl advises the Commissionier on matters
pertaining to the administration and enforcement
of the internal revenue taws and related statutes,
as well as on nontax legal questions. '

The Chiet Counsel is assisted by a Deputy Chief

Counsel (General), a Deputy Chief Counsel (Liti- *

gation), aADeputy Chief Counsel (Technical) and
seven regional counsels.

The Office of Chiet Counsel employs over 900
attorneys, making it one of the largest law firms
in the country. These attorneys are located in
theT National Office, the seven regional counsel
offices and 45 district counsel offices.

Approximatgly 40 percent of attorney time is
spent handling litigation in the United States Tax

Qoun. The attorneys also advise the IRS and as-
sr;t the Department of Justice on refund suits,
cnrpinal tax cases, suits, seeking the disclosure
of files and documents of the IRS, collection
suits, and nontax litigation involving the IRS in
federal and state courts.

In 1950 the Chiet Counsel library began to re-
qlassny the 100,000-volume collection on taxa-
tion, legislation and economics. The project witl
be accomplished with an automated cataloging
system, allowing the library to participate in the
!ederal bibliographic data base, greatly expand-
ing reference and interlibrary loan service.

Criminal Tax

For 1980 there were 2,726 referrals by Counsel
for prosecution and some 19,000 staff hours
were spent on legal assistance to Criminal In-
vestigation Division.

Procedures for processing grand jury requests
and evaluations were revised during the year to
speed up to the handling of such matters. Dead-
lines were established for regional and Chief
Counsgl review of requests for the initiation of
grand jury investigations. in addition, Chiet
Counsel established procedures tor providing
9valuations of the results of grand jury investiga-
}lons to district counsels. The IRS now is provid-
ing a faster rasponse to United States Attorneys’
requests for grand jury assistance and evalu-

Receipt and Disposal of
Criminal Tax Matters

P ion Cases R d

From Criminal Investigation

Total Opened 2,267

Total Closed 3,702
Counsel Declined 5§23
Department of Justice Declined 632
U.S. Attorney Declined 655
Prosecutions Completed 1,892

Opinions

Pending Beginning as

Total Requested 109

Total Rendered 97

Pending End 47




ation of the results of grand jury investigations,

In United States v. Clardy, 612 F. 2d 1139 (9th
Cir. 1980), the circuit court upheld the /RC sec-
tion 7206(2) conviction of an individual who sold
tax shelter schemes that involved a fictitious
“‘paper trail”* to justity certain interest deduc-
tions.

In United States v. Peister, No. 78-1961 (10th
Cir., decided Aug. 4, 1980), the court upheld
the conviction ot a tax protester who used a
church/vow of poverty defense in a section
7205 prosecution. In upholding the conviction
the court found the church/vow of poverty as-
sertions insincere.

EP/EO

During 1980 the Employee Plans and Exempt
Organizations Division developed regulations
implementing the Employee Retirement Income
Security Act of 1974 (ERISA), the Tax Reform
Act of 1976 and the Revenue Act of 1978. Reg-
ulations were published in proposed, temporary
or final form on such matters as the fimitations
on contributions to and benefits from employee
plans, the elapsed-time ruies for minimum vest-
ing and participation requirements for employee
plans, the rules for medical reimbusement plans,
the rules for voluntary employee benefit ptans
and the rules for disposition of private property
and selt-dealing tor private foundations.

Employee Plans and
Exempt Organizations
Division Cases Received

Type of Case
Revenue Rulings 46
Letter Rulings 29
Technical Advice 41
Other Advice 28
Legislation -
Regulations 11
Miscellaneous 18

Total 173

General Legal Services

General Legal Services attorneys tried 103
cases with 781 hours of triaf time in 1980. Litiga-
tion in the personnel and labor areas increased
substantially again this year and questions in-

General Legal
Cases Received

1976 1977 1978 1979 1980

volving matters of ethics also rose sharply due
1o the enactment of the Ethics in Government
Act of 1978, The Division also is responsible for
reviewing the financial disclosure statements
that IRS and Chief Counsel officials are required
to file under the Act.

General Litigation

The General Litigation Division furnishes legal
assistance to the IRS in connection with the col-
fection and internal assessment procedures re-
{ating to federal taxes. During the past year the
constitutionality of the crude oil windtall profit
tax has been challenged; several states have re-
vived attempts to obtain federal tax refunds
through local escheat laws; the issue of whether

G | Litigation Cases Received
Types of Cases— Reglons: 1979 1880

telephone companies are 1o be considered
third-party recordkeepers under IRC
7609(a)(3XC) because they issue credit cards

Bankruptcy Act Proceedings 2,104 3,211 has been tested; tax protesters have continued
- ~ efforts to impede coliection of taxes through the
Miscellaneous insolvencies 70 80 use of false or incorrect Forms W-4; the authori-
Decedents’ Estates 386 339 ty of district directors to direct empioyers to
- disregard Forms W-4 as false or incorrect was
Suits to Collect Taxes 633 754 established; IRS information-gathering during
Section 2410 (28 U.S.C. 2410): audit in connection with its taxpayer compliance
Interpleaders 302 as2 measurement program has been challenged,
Others 243 691 and the Supreme Court again upheld the broad
- - authority of the IRS to obtain information by
Injunctions 146 150 means of a summons in United States v. Euge,
Disclosure and Testimony 461 505 444 U.S. 707 (1980).
mi
Summons Cases 6,799 7,757 Interpretative
Erroneous Refund Suits 31 19
- Much of the work ot the Interpretative Division
Miscellaneous Court Cases 1,357 1,857 during 1980 was in fulfilling its responsibility as
Advisory Opinions 4870 5120 principal legal advisor to the division directors
Ty op under the Assistant Commissioner for Technical.
Tax Return Preparers: A number of revenue rulings and technical
Advisory Qpinions 12 13 projects were considered, especially in connec-
Court Cases 7 12 tion with IRS etforts to deal with tax abuse de-
Total, All Reglons 17,421 20,860 vices and questionable tax shelter schemes. In
- - additicn, legal advice was provided on such
Natlonal Office: 1978 1980 matters as the implementation of the new in-
Appeals 226 335 come tax withholding exemption provisions.
Advisory 324 360 Legislation and Regulatl
Other Centrali * iati
er Centralized Cases 13 14 The Legislation and Regulations Division contin-
Total, Natlonal Office 583 709 ued to develop regutations to implement the Tax
- Retorm Act of 1976, the Revenue Act of 1978
Total, All R '
National m & 17,988 21,569 the Energy Tax Act of 1978 and the Foreign

s - — Earned income Act of 1978. The Division also
Includes actions for injunctions and/or declaratory relief,

Receipt and Disposal ot General Litigation Cases — National and Regional

Status Court Non-Court Total
Pendng Oct. 1, 1979 10,441 1,672 12,113
Received during year 15,571 5,998 21,569
Disposed of 13,503 5,904 19,407
Pending Sept. 30, 1980 12,509 1,766 14,275

Interpretative Division Cases Received

Type of Case 1975 1978 1977 1978 1979 1980
Revenue Rulings 443 423 399 385 302 255
Letter Rulings 17 14 122 98 32 77
Technical Advice 80 73 80 60 37 59
Other Advice 212 257 189 175 141 190

Total 852 867 790 718 512 581
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Receipt and Disposal of Legisiation and Regulations Division Cases
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Pending Pending

Type of Case 10/1/79 Recelved Disposed 9/30/80
Legistation 55 55 52 58
Regutations 319 96 90 325
Miscelianeous 78 66 69 75
Total 452 217 211 458

began to develop regulations to implement the
Crude Oil Windtall Profit Tax Act of 1980.

During the year the Division published 46 new fi-
nal regulations, 18 temporary regulations and 58
proposed regulations, while the public partici-
pated in 27 hearings on proposed regulations.

Tax Court Cases Recelved 20,660

(Totat above bars
is total number
of cases.)

16,995

Some of the regulations projects were: targeted
jobs credit, taxation of unemployment compen- o

sation, disability income exclusion, tax treatment

of certain homeowner associations, withholding

on gambling winnings, gas guzzler tax, various

aspects of the windtall profit tax, reporting with 13,284
respect to income from bearer certificates, de-
posit requirements for withheld income and
FICA taxes and recovery of excessive profits on
governrnent contracts (Vinson-Trammell Act).

12,268 LT
11,360 [CEI

Retund Litigation Cases Received

Tax cases other
than small cases

1976 1977 1978 1879 1980

1976 1977 1978 1979 1980

Tax Litigation

In test cases a district court in Delaware and the
Tax Court ruled that International Telephone
and Telegraph's 1970 stock merger with the
Hartford Fire insurance Company could qualify
as a tax-free reorganization under section
368(a)(1)(B), even though cash had been paid
tor 8 percent of the acquired corporation's
stock. The trial courts’ opinions determined that
the statute’s *'solely for voting stock'' require-
ment could be satisfied when the corporation
acquired at least 80 percent of the target corpo-

Tax in Litigation-Tax Court Cases
(In thousands of dollars)

ration’s stock in exchange for its voting stock,
notwithstanding the remainder of the target
stock could have been acquired for cash. These
holdings reversed the IRS' position and the ac-
cepted position of the majority of the tax bar for
the last 40 years,

The First and Third Circuit Courts of Appeal re-
versed and remanded the lower courts’ opin-
ions, thereby sustaining the government's posi-
tion that "solely" in the statute provides no ex-
ceptions. The issue is still pending in the Fourth
and Ninth Circuits.

All Tax Court Cases? Smell Tax Casss
Status Number _J8X88 8nd Pensities Number T2X%8 and Peneities
o n Deter- ., g Dwter- o no Deter- o eq DM
Cases' Dispute mined mined Cases  Disputs  mined mined
Pending
10/01/79 27318 83,707,483 273,220 4,450 84,550 22
Received 20, 2,047,890 28,777 7,949 11,318 69
Disposed’ 13,875 745,053 $234.921 15217 11,501 5,369 5,787  $2,968 56 $33
Recovery Rate* 31.5% 75.6% 51.3% 59.2%
Pending
9/30/80 34,103 5,010,320 286,780 7,030 10,081 35
' Does not include an inventory of nondeficiency cases 4 Amount Xp! as of

consisting of 70 casss pending 10/1/79, 54 receipts, 39
disposals and 85 cases pending 9/30/80.

2Inciudes both small tax cases and other

3 Disposals include cases tried, ssttied, and dismissed.
Some of the determined amounts are for cases that

amount asserted or claimed, These amounts do not in-
clude proposed assessments that are agreed to by the
taxpayer at district or appeliate conferences. In the
case of a claimed overpayment the recovery rates
shown above represent the portion of the amount in dis-

were subsequently appealed. pute that was refunded to the taxpayer.
Appetlate Court Case Record
(Pecisions-Refund Litigation and Tax Court Cases)
N Pastly for
and Partly
For the Agsinst the Agains! the
Court
Total No. %* No. % No. %
Courts of Appeals 242 195 80.6 40 18.5 7 29
Originaily tried in Tax Court 1156 132 84.6 20 128 4 28
District Courts 286 [:x} 733 20 233 3 35
Supreme Court - - -

10t the cases originally tried in Tax Court, the Courts of
Appeals rendered 156 opinions in 214 dockets, includ-
ing 187 dockets for the govemment, 23 dockets against
the government and 4 dockets partly for the govern-
ment.

201 the cases originally tried in District Courts, the
Courts of Appeais rendered 86 opinions in 111 caves,
including 87 cases for the government, 20 against the
government and 4 partly for the government.
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Appendix

Trial Court Case Record

(Opinions Rendered-Refund Litigation and Tax Court Cases)!

Tax Court®

District Smafl Tex
Courts Cases Other Total

1978 1080° 1979 1980 1979 1980 1979 1880

146 150 347 310 325 330 872 840
60.3% 658% 552% 53.4% 498% 51.0% S52.5% 522%

51 62 55 €5 7 127 126
285% 224% 99% 95% 100% 11.0% 9.9% 10.3%

27 27 19 215 262 246 481 461
11.2% 11.8% 34.9% 37.1% 402% 38.0% 37.6% 37.6%

Court of

Action Claims
1978 19802
Decided in favor ~Number 20 23
of Government -Percent 50.0% 46.0%
Decided in favor -Number 15 24
of Taxpayer -Percent 37.5% 48.0%

Decided partially for the

Taxpayer and partially  -Number 5 3
tor the Government -Percent 12.5% 6.0%
Total Opinions 40 50

242 228 828 580 652 6847 1,280 1,227

'Related Cases are reflected as one opinion,

250 opinions in Court of Claims involving 57 cases.
3228 opinions in District Courts involving 250 cases.
4580 Tax Court opinions involving 615 Smali Tax Cases.

Tax In Litigation—Refund Suits’
(In thousands of dollars)

%647 Tax Court opinions involving 860 cases other than
Small Tax Court Cases.

+On cases for which decisions were entered during the
tiscal year. .

District Courts Court of Claims Total
Status Number Amouni Amount MNumber, Amount Amount Number Amoumt Amount
of n n of in in of n in
Cases Dispute’ Sutt Csses Dispute’ Buit Cases Dispute® Suits
Pending 10/01/79 2,932 $504,896 793 $748,222 3,725$1,253,118
Received 736 95,137 162 76,166 898 171,303
Disposed® 1,088 122,012 206 123,628 1,204 245,640
Amount in Sutt $90,106 $108,418 $198,524
Amount Not
Retunded 28,947 66,275 95,222
%Not Refunded 32.1% 61.1% 48.0%
Pending 9/30/80 2,580 478,021 749 700,760 3,329 1,178,781

1 Cases in Courts of Appeal and the Supreme Court are
included under the columns representing the court of
origin.

7Disposals include cases tried, settled, and dismissed.
3 Amount in dispute includes claims for refund of taxes,

penalties and interest, and counterclaim amounts.

4 Amount of taxes, penalties and assessed interest
sought as a retund.

5 That portion of the amount sought as a refund that was
not refunded to the taxpayer.
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Statistical Tables 51
Table 1.—ij flecti by sources and by Internal Revenue
regions, districts, states and other areas
(In thousands of dollars)
A
Indtvidus| income and smployment texes
internal Revenve nqlom ond districts. states and Tota! Internal . incom a2 oo inn airosd
other sreas. ! (Stales represented by single tncoms tax? Total nol withbe! ‘withhe)
districts indicated In parentheses, totals for coliections and BECA b+t FICA 4+ Retirement Insurance !
other states shown st batiom of table)
m @ €] @ ) ® m
United States, total 519,375,273 340,585,226 2,534,901 3,309,000
North-Allantic lem B 02,170,022 087 59,513,269 17375 545,963
ipar See (C) beiow) 3,522,197 3 173 521 2,797,105 8373 27,956
,,,,, ,258,81 1,099,629 885,327 10,8 10,346
13,072,283 10,798,748 9,182,103 16,2684 89,720
8,034,021 7,011,478 5.276,323 31,466 56,305
7.593,320 6,008,657 5,169,509 m 880
552,225 490, 32914 5 4,349
11,056,026 8,777,338 . 7,300,074 17 69,231
39,659,092 29,041,129 26,088,046 7,102 210,438
1479717 1,208,029 879,131 Aa 14,183
1,942,279 851, 1.447.657 898 15,583
72,435,851 59,703,078 1,944 617,083 494,388
13,715,826 70,1 12,175,740 10,098,437 361,866 58,738
19.526,932 3,082/ 15,489,852 13,013.979 124,048
16,233 582 1,662,677 13,620,703 11,278,881 307,128 147,763
12,034,534 1,447,122 291 877,746 36018 83421
6,569,138 625 6.712.203 5.289,164 112384 52,487
2,355,63¢ 406 896 1.791,570 1,589,638 230 17,029
..... : 8,038,036 4 31,391,242 107,293 kdnl
B.487.750 1,067,514 6,010,278 641,507 2,687 68,651
4,571,410 520,746 3,867,986 3,183,977 2615 35,693
3,461,428 429,615 2,961,600 2,424,026 839 30,147
831,734 1425226 6,864,193 5,637,427 477 70,268
1,978,481 204,577 1,718.718 1,228,548 1173 18,487
15,779,862 1,639,804 VG?G‘ Q\a 8,963,341 $6,198 106,935
6,419,433 751,582 ,385.4; 4,307,416 49,498
....... . 11,“7 887 2488719 _Bl 7!1 I‘ﬂ 50,883,228 151,086 430,174
1,659.854 8,306,889 7.182:231 17:604 71,
2,154,074 14,141,194 12,431,412 10,173 99,227
2,547,004 21,601,993 19,367 682 34,913 159,543
* 980,797 9,163.858 7.715,864 7,767 725
951,823 3,731,109 2826373 80,974 30,686
1,706,309 1,339,666 14,090
11,182,650 65,082,365 53,930,494 922,598 493,432
) 440,305 5,024
4,207,540 24,337,389 21,210,543 341,720 198,401
5,362 372118 161 1, 26,970
66,: 746,877 12,722 2 5311
1,580,144 7.685,914 8539617 1777 61,482
1,388 2 2,076,613 128,024 18,401
1,680,837 10,626,142 8,962,562 179.879 79,264
1,678,105 9,651,161 8.217.962 266,054 67,443
1 4,368,756 3,336,811 8, 31,056
11,378,729 50,918,004 39,102,753 28,082 382,828
(New Mexica) 131,824 1,272,442 183 9,796
. {See (f) beiow) . 4,451,008 14,404,284 11,743,977 11,044 117,462
(Wyoming) ... 389 13 4,701
2,781.478 11,303,230 8,291,808 13,783 91,057
464,015 6,913,066 5.872,579 31.861 38,041
272,312 1,892,433 X 1,363,085 14 18,
3 5.562,923 1,198,276 4,325,208 1,860 37,499
1,490,300 5,086,903 1 031676 4,016,222 242 37,762
1,769 3,827,937 2,698,597 167,644 28,505
10,707,267 €1.830,779 13, 7!! 175 55,109,452 8,005 858,957
53,469 823,936 679 - 4,740
152,771 1,296,524 221.335 1,062,190 1.003 11,996
78174 agIn 251,681 558,359 83z 6,500
21316 1,423,409 280! 1,131,743 N - 11,079
5,158,810 27,171,169 5,524,808 21,418,021 1,796 28,365
343,357 3,341,523 757,225 2,555,306 28,402
366,085 3.890.451 852,555 3010721 935 36,110
196,428 1,486,577 378,331 1,085,368 1 12,878
222,066 1,601,145 263,015 1,916,006 1,832 14,292
2‘ 617 224 2,774,247 20,350,453 3,672,956 16,323 406 21,01 152,080
B i 1,146,646 7410421 1,415486 5,939.463 957 54,515
2.333 55! 160,643 1,914,423 438,026 1,450,055 633
15776 483,097 29,622 445,057 - 18,417
1 595 498 144,867 1,421,327 409,204 1,004,908 8,338 70
Fedeval tax deposits * . 1,014,077 30,663 -1.021,220 1,034,750 7.252 8,278
asctine, kubricating oil, and nxcm FIGA credits ! 640,109 46,088 594,021 584,021
Tunnanad to Government of Gual 18,235 -19,235 -19,205
Withheld taxes of Federal employees 154,332 154,332 154,332
Clearing account for Ex:m taxes-aviation fuel and
oil-Air Force and Ni %
Presidential Election Fund " 38,832 38,832 38832
Earned Income Cradits 12 , 10,787 10,787 10,787
Other 1! 66511 178 -178
Totals for siates not shown above
{a) Caliornia . 58,873,081 7.833,057 47,530,623 9,197,844 37,741,527 212,807 370,445
(b) Innois .. 35,589,133 4,992,701 29,208,144 4,072,548 24,558,354 347,785 229 457
© 58,808,630 11,460,732 45,234,686 5,499,392 48,652 45,579
(d) Oni 28,175,332 3813802 22,528,003 2715254 27,977 171,130
(e} 28,268,116 3100789 23,534,483 2,899,427 20 080,727 342,746 241,184
() Texas 37.540.089 7,232,486 25,707,514 6,038,283 16,435,785 24,927 208,519




52 Table 1.—Continued
(In thousands of dollars)
L3
Aicohot taxes ’
Distilied spirfts taxes.
Intenal and districts, staies and taxes total Total ported
other areas. ' (States represenied by Estate G (oum of (sum of (Collactsd
in ; totsls for ax ax columns 11, Total o meetic 4 cation M toratls O™
other states shown st bottom of ) 25, 29, 38, 12,13 Customs)
40 and §: and 21)
® ® 10 an 2 a3 a9 (L] 18 an
161 24,619,021 5,704,760 3,045,377 29,314 3,289,368 8,350 1,348 m
41,548 2,005,545 71,085 5319 172,119 200,391 430 2318 .
1,800 16,116 378 mn - - - 1 -
1,132 16,321 3691 3,861 - 3,730 1. g .
5,976 266,889 142,129 126,226 62,439 63,031 31 439 -
1,885 133,834 18,04 15,302 . 14,984 1 318 -
5,538 182,160 128,038 396 - . . 396 .
448 4379 76 75 - - - 75 -
532 230.186 115,158 N5115 - 14,702 k:< 20 -
17,139 127,812 10,014 109,680 . - 334 -
788 29,565 4,029 . 3,944 8 77 .
30 5,897 89 - - - 89 -
20,400 0I5 448 537,404 7 147 20 2
508 263,497 234,526 521 177,64 963 422 1
8172 296,852 232,554 - 231,477 438 578 Al
4526 147,584 88,106 - 97,337 307 462 -
334 82,791 66,538 - 68,09 104 344 -
2,355 45,673 3,664 - 3424 . 240 -
905 4 46 . - - 46 -
28,788 Mar2e 179,773 47,874 120,556 k-3 2122 197
4221 80,970 17,856 - 17533 17 07 2
2517 3.340 3,063 2,926 L] - 129 -
1,269 809 25 - 1 . 234 -
3,205 106,207 333 - 7 1 326 -
2413 181 100 - 1 - - 98 1
129 155,019 69,506 44,948 23429 L] 926 194
2,140 19’ 79,680 - 79,576 - 104 -
18,103 1,841,324 1483413 183,740 389 2,049 2,834 -
3,305 225809 166,763 - 168,005 301 456 -
4,838 54,561 44,042 26,242 7.050 20 661 -
2,570 371,501 305,582 162,438 142211 366 06 -
5,408 MS 225310 213,842 212041 1,390 41 -
1,770 1321172 756, 745,008 . 744,365 503 140 -
212 36,399 7,635 7,776 716 * 60 -
31,592 633,040 775401 415,654 43,10 1,997 2417 2992 3
2,554 12,601 110 66 - - 66 -
8,636 1,101,960 178,242 172,805 34,475 137,418 180 729 3
1856 $8.238 769 444 - kol - 243 -
414 9.4 7¢ 65 3 - - 63 -
2,93 21618 195,237 8,661 3,698 3,904 249 811 .
1,339 75, ! 143 - . . 143 -
1,16 6 177,848 72229 7137 64,207 456 422 .
4,134 254,339 X 24,702 28N 20476 1120 235 -
2910 226, 164,478 136,546 - 135,791 472 282 -
38372 8,689,148 700 9914 41,809 25,5M 202 -
233 23,788 1,785 1,752 - 1.601 80 71 .
13,841 2,766.084 84,374 32,069 20,467 2821 e 863 .
750 87,496 124, a7 - - - 37 -
9,881 1,356,454 81,597 555 - 3 . 552 .
1,740 347, 239 213 - - - 213 .
1,300 7, 475 g - . - 50 .
3,404 113,197 35,858 3,165 13,42 19,693 4 a7 -
3,285 183517 2 8. - 1. - 92 -
1,832 287,908 2013 1, - 1,615 - 324 .
0,027 2,785,838 74920 57280 18,281 403,639 5 3,340 -
66 13,72 55 51 1 R - 40 -
1178 11,873 m 147 - 49 - 98 -
585 19,4 4,607 4,255 2299 1,836 2 19 -
1014 15,3 191 - 139 3 55 2 80 -
18,551 1,378,540 243817 162,499 35,853 125519 107 1,020
2,237 20138 4,733 1932 1,669 - - 263 .
1,822 14,668 40,384 29678 1,430 2789 25 pax] -
2,325 15,942 a 80 . - - &0 .
418 30,537 96 - - . Gl -
9129 1,208,273 518,315 159,2: 25616 az212 508 885 -
3401 229,587 62,479 14,770 6,38 5978 9 403 -
a2 284, 219,982 219, - et as ” -
4 228,551 219,672 219970 - 219917 45 7 -
423 164 106 1 - - . 10 -
Federal tax cepostts* , 37.806
Gasothne, lubnicating ml Jand lxcm FICA cradity
Transterred to Government of G
‘Withheid taxes of Feceral cmptoym
Ciaaring account for Excise taxes-aviation fusi and
oik-Air Force and Navy F
Pri
66,333
Totats kor siates nct shown above
(2) California 998, 25,680 2384013 762131 21,819 51489 457.731 614 2,005 -
450,244 11,546 1,328,498 342,720 351 34,475 273,209 653 1,011 3
649,841 26,462 1436910 274 269 125,924 680 14,984 1 1,260 .
281,761 8,143 1543488 210,805 26,242 183,055 391 1117 .
277,805 5,860 0,169 m 374 166,644 - 165,428 N 806 -
453830 23722 A 122 538 175873 2,624 28467 2624 "9 1415 -

Table 1.—Continued 53
(In thousands of doltars)
Alcoho! taxas—Continued
lmom-l mnﬂoﬂlu-ddll!:’ch sistes and Wine taxes Boer taxes
aress.’ (States represented
imported Imported
dlle Indicated in parentheses; Im-l ‘Occupations!
Total 17 (Collecied by Domestic Total (Coliecied by Domestic ** .
other states shown et botiom of table) Customs) Customs) taxen !
“e) an (20) @) (22) @) (24)
9! 7179 174,314 1,547,053 38,598 1,508,843 2412
35972 12,688 20 159,794 20,762 138722 309
129 - 128 38 - - 38
10 - 10 20 - - 20
2 9“ 2,841 2 12,960 12,954 . 5
- 2,659 . - 82
20 257 B 20.267 107,372 - 107.299 i3
- - 1 . - 1
\7 - 17 2t - - 26
9,836 9,745 186 7,861 7,807 - 54
7 - [ 25,530 - 25,520 9
3 - 2 5,805 - X 1
18,093 5,001 13,084 180918 22 178,521 235
13.267 5,001 8,266 15,704 212 12,565 27
22m - 2269 &on - 61,898 23
See (e} below) . 917 - 97 581 - 43471 80
See () below), 37 . a7 14,215 - 14,142 73
1,586 - 1,506 40,414 - 40,345 68
- . - 2 - . 2
3,913 2124 8188 265,030 258 282410 483
2,396 . 2396 60,717 . 60, 50
134 134 . 143 74 - 70
541 . 518 33 - 3
3129 - 3139 102,735 . 102,665 n
3 78 78
ksonville 2,700 2,580 10 82,813 2083 80.651 5l
Nashviile ¢ - - - 18,518 . 18,435 83
Cantral Reglon e 5,338 4,008 12338 152,578 2,788 149,624 R
Cincinnati? (See (d) below). 427 - 427 5618 - 58,596 22
Clevetand (Ses (0) below). 1,896 1,693 204 . 8,621 20 X 19
Michigan) , 984 2,405 589 62525 7 59.774 14
Indiana) .. 14 . - 14 11,454 . 1" 26
Kentucky) 3 . 3 11,297 . 54
fest Virginia) . - . . 59 - . 59
7.203 am 3514 352,534 . 308 - 351,805 a4
(South Dakota}. - - - 44 - 21 23
(See (D) below). . 5,194 2379 2814 243 202 21 20
28 - 28 298 . 239 59
2 2 - 8 2 - 6
565 555 10 186011 L] 185,828 102
108 - 108 . 20
1,107 564 563 |0l 520 2 104,410 89
. . 288 280 1 - 88
Sprngfield 1 - 1 27 9:!1 - 27,914 17
Southwes! Regls 345 3073 e 207,032 2192 284,580 580
Albuquerque 1 - 1 2 - - 2
2,069 2,056 12 50,236 1.783 48.268 185
- - - 124,197 - 124,189 8
2 . 2 040 80, 56
. - * 26 - - 26
363 - 83 21 . - 2
1007 1.017 - 1,676 510 1,104 62
. . . 16° . 35 126
- - T - - T4
5828 126,852 169,550 8,212 18,170 176
1 - 4 3 - 1
- 14 1 - - 1
106 - 246 o34 - 1
17 2 2 4 26 2
2845 2,837 75,836 3en 71,897 4B
- - . 2,801 . 2,787 14
282 240 42 10,424 143 10,273 ]
- - - 2 - . 2
o - - - 7% 54 . 21
(a) below). 124,981 1,691 122,490 34,814 1,502 33,263 51
Washington), 2,393 225 1.469 45315 382 44925 8
: H . 2 . 2 .
: : . 2 - 2 :
Federal tax deposits
Gasoline, lubricating cll nd excess FICA cradits
Transferred to Government of Guar
‘Withheld taxes of Federal tmploy.e
Cleanng account for Excise taxes-aviation fuel and
oit-Air Force and Navy
Presicential Election F\md "
Earned Income Credits 12
Other 1+
Totais for states not shown above
(a) Caltornia 129,663 4,537 125 125 110,649 5393 98
{b) MWinvis .. 5,195 2378 818 28,174 202 36
{c) New York 32,992 9,745 23 241 115,353 7,807 246
{d) Onio 2, 325 1,693 832 67,239 20 4
(&) Pennsylvlnll . 954 Q.17 - 164
{0 2071 2056 14 141,276 1,781 242




Tabte 1.-Continued X Table 1.—Continued 55
(In thousands of dollars) (In thousands of dollars)

©
7
.
- SICine lazes Retaliers excise taxes
. e Motor
{wholly or Non-
Internal revenue raglons, districts, stakes snd Internat Revarie regions and districts, atnses and vehicls
e avea rorrasontad by aingle alericts other arsas. ! (Siatas repeesented by single districts Tolsi  Gasoline  oorics " chaasis Block  ou Yot COTmaTcial
indicaied in parentheses: lotals or other states Tobecco taxes indicated In parentheses; tolais for other states " R0 toner o bodses, amg P
shown ai bottom of table) shown at bottom of tabie) and traad  Dorts and gesoline
Total Cigareties '+ Cigars ™ Other s rubber
(25) (26) @n @8 29 30} ()] (2) 3 o™ s) (e 1] @an
United Ststes, total a2e 108402 602,624 - 2288 1280 10,805
2402057 00 byt Worth-Allantic Region ... . 122613 1085 155,801 1983 sz so7
‘ 4 M Atbany . (560 (¢) below) .. 4903 . 99 - 244 a7
3 : ’ 3  (Maine) . 6878 276 627 2,301 38
@ h : @ . (Massach 39,283 233 570 169 8210 4]
9 g . - (See (c) below) . 13,795 59 n7 77
’ g N N . (See {¢) beiow) . 22,048 200 19,338 & 1,492 149
. X . :  {Vermont) . 2933 - 20
28 : 6 : (Connecticut) . 1727 2 85,856 10978 54,726 110
1,294 445 1 8. .{See (c) below) 11,213 48,146 7,419 35
el > M : _(New Hampshira) . 2421 . 119 . 1,684 17
: : N B - (Rhode Istand) . 1 109 - 198 15
512,172 20271 w2 7,655 745
01920 sea. g 12318 =] Battmore ! 7! 515 1770 467 60
o7 . 1 257 "X 45361 5201 850 3510 244
12300 2 12299 s Philadelphia . 145,685 4426 10783 1722 e
o : ' : £ 4 e 8
18,881 g 1 1
bt ess1y 3 * 675 1 22 [
1,340,397 132338 18811 1440 152098 1123 15,114 5714 1,065
103,158 98,020 5130 - 23852 155 253
t ° 3870 3 15,435 ] 7898 1,066 151
. : > ¢ 21,526 ] i 7% 141
934 63 4 264
i @ - =2 g a8
X ¥ \
2552 bt s 13.788 304 6,907 21, 91
" 91295 1304 2 wg 22 B30 .74 8289 L]
{Sea (d) balow) - - - 17,614 56 143 158
(300 (@) below) . . 7 : 229117 2307 14676 351 182
" Mcngan S H : 89.852 505 708 3,076 294
5 3 . 38134 58 3516 2737 207
391,204 365 1 88489 5052 31,305 95
jest Virginia) . 189 - 189 - 2,026 42 10955 52
27 3 3 204 548,082 9393 A48 15,28 1325
: 4 . ? ‘ 6407 3 217 57
. J 288,374 6,080 5128 10345 6463 219
i “m) 2 s . kel o 26376 112 5236 58 647 161
: _ . J " {North Dakota) | 3462 19 2 . 20 2 69
3 : 3 . " {Wisconsin) - 68,637 266 22,808 a5 1252 11,260 155
! : : . Nebraska) . 8,900 200 1107 534 266 5801 150
J : , : 60,480 1313 3,187 8369 22,851 3 197
. : : . 066 1335 103 713 a 8845 583 215
N N . N Sprngfield 339 a7 518 6865 284 370 7,701 110
283 N 29 & Southwes! Rog 53,578 % 43275 15008 s00z 135254 2525
- . - Albuquesque 1 34 660 4,695 151
Austin® . 2,078 %6 4568 4015 8761 w652 50
= ‘ 29 2 c 26 111 1053 3,850 78
N : : 10,893 1232 15818 711 32,662 61
< : . : 2192 ] 355 7599 338 . 4w 8845 240
. _ . 2,000 2 59 2467 ¥ 1854 527 210
“ : , “ 16,849 478 22 ] 186 7012 8.883 252
: . . . 21,609 8643 57 8315 5.267 2 16,685 322
. . - . 60,421 223 1. 241 9,974 220
20 2 o 198 3172 a3 38,638 194,727 16,533 122 vz 2,040
1 : . ¢ 3 76 398 16
. . B . 2831 . 28 296 1,644 4032 147
s N : s 1227 1 ki 826 2,009 o 3064 nr
H : : H 1271 . 313 96 . 37 381 2
213 1 “ 173 845 7954 32,950 29329 206 6708 26318 706
3 . . b 2957 141 1,758 1 4,458 270
: . : : v 86 453 57538 a2 04 7,658 224
. 2361 3 ) a £ 3,053 3
e : . . 5214 4 125 765 3518 5.051 8.250 13
(Ses (2) beiow) . 1 " o () o) 231,6% 6745 2210 7,680 1763 4,
Washington) . . b Washington) 14247 3 929,697 1,283 888 6,256 232
oot ,,,.Mm, Operstions P 8493 > Office of intemationel Operations ... 1812 1360 a0 s8 2 59 1
. “ haud . 1812 1360 40 332 58 . 22 53 l
Undisruted .
m.', . ‘deral tax deposits® .
m: st Gasoline, lubricaling o,
asioriad 10 Bovaramart of Gum. Transferted (o Governmant of Gaar
Withheld taxes of Federal empioyees _ Withheld taxes of Federal employees .
Clearing account for Excise taxes—aviation fuel Clearng account for Excisd taxes—aviation lusl
and oi—Air Foce and Navy
Presidentiat Evection Fund 1 .
Esrned Ingome Gradits
Otner'2... e
Totats for siates nol shown above Totals tor siates not shown above
@ 228 1 " 187 (a) Calitormia 7007 600,536 14,689 35,169 37,000 4826 8411 60,666 1388
o A ! 4 4 (b) finois ... . 515827 323713 6118 4611 163623 10630 8683 34,503 320
(<) 1,396 453 103 839 (C) New York . 144,178 52,859 272 68,462 11.896 818 9872 15,547 308
@ Ono is8 s 57 3 (d) Ohio 709601 246731 2,363 383189 54564 22260 22,084 50
t p,m,,,,,m. 12301 : 12300 3 (8) Penns, 643661 408 14’542 26,234 128528 83703 e 37.108 277
o Texm o 236 H 219 12 {t) Texas 1345768 1,266,081 43963 1328 20384 4726 9300 73 1052




Table 1.--Continued
(In thousands of dollars)

{mtemal Revenus regions and districts, states and

by singte
districts indicsted in parentheses; iotals for other
atates shown

‘t botiom of table)

Unitad States, tota) .

North-Atlantic Region X
Alpany . ) See () beiow)
Avgusta Maine) ...

Easned Income Credits ™
Otner '+ ...

Totals for stetes noi shown abovs

(a) California
(6) Dimois
(c) New York
(d) Omwo ..

(o) Pennsyvania .
) Texas ...

2

2
F3

BLBIBE
344

Misceilanecus excise taxes
Telephone Transpor-
Yotat and tetetype- tation of
wrter persons
services byair
(40) @) “2)
6.359,198 1,117,834 1,585,871
327,049 196,133 7138
732 310
274 400
45,381 1,472
838 564
410 591
169 375
6,799 574
127.827 2753
121 28
- 69
144,069 137211
22584 18,868
44312 116543
45822 914
4,525 517
27004 n
1 98
183,804 482,045
66,055 203451
85,389 122
1,513 156
13274 2647
299 37
18,367 205,174
3,987 50418
120,790 303
13129 1.368
8231 542
38,182 a7
22,061 amn
2859 270
6328 114
232,354 511,360
476 15
48109 225,566
2783 7
530 35
18431 1,282
46,030 47
107,908 190.414
095 92208
5,992 525
076 285,768
128 2
922 42,135
139 131
12,209 134,872
47,679 064
1,455 399
2378 5,046
1,020 49257
4045 585
152,891 150890
1.976 5652
155 3
286 45
4447 §.467
18,641 127797
63 433
1,161 1,238
165 702
123 186
86,350 2,897
2523 5267
12,7 -,szg
12,738 8518
2,593 104,991 130,
336,885 54,101 226,092
241377 133,397 4218
277,315 51,360 1910
258.0: 50,159 1,431
1,73747 13421 177,007

Table 1.—Continued 57
(tn thousands of dollars)
Miscollanecus sxcise taxes —continued
internal Aevenuse regions and districta, sistes and Use tax on Unclass)-
other areas. ' (Siates 1 highway Other [
districts indicatad in parenthesas; totala for other motor axcive
stsies shown at botiom of table) wehicies im
) s (52)
Unlted States, total 263,272 3135 3,081,075
North-Atiantic Region . 289 45,073 533
Albany .. . 1 1,045 297 5,822
Augusta . . 939 41 21007
Boston . 1 5 4,687 1,659 14,764
Brookiyn - 1 2511 16,135 76,783
Buttalo . 1 5 3,510 445 -1.914
Burlington - . 335 3 455
Harttorc? 1 1 a,182 2,639 80,84
Manhattar 2 3 4496 42,690 678,451
P uth B 2 . 544 1,783 116
Pre L - (Rhode Islang) ] 1 arn 148 816
Mid-Atiantic Region . L 17 a2 33,345 211,613 arm
Battimore .{Maryland 8 D.C.} 2 4 4,345 5,748 -693
Newark ¢ (New Jersey) 2 1 7.855 19,538 182,596
Philadelphia . 3 B 9,502 3,882 245952
Pittsburgh . 8 11 5414 101,619 $7,283
Richmond . 3 18 5,182 524 ,761
Wimington 1 2 1,047 302 7.
Southeast 183 %1 40,349 15,245 45,937
Atlanta . 15 254 5,187 1,876 25,620
Birmingham . bama] 1 60 4725 8877 ~23.465
olumbia {South Caroiina) . 12 68 2280 276 558
Greensboro . .{North Caroline) . 30 7 8518 452 -1,383
Jackson - {Mississippl) a3 81 2,357 1,833 533
Jacksonvilte -(Flonda) .. 14 159 12,225 1,084 ~10,559
Nashviile * -{Tennessee) 59 5,058 837 -37,342
)l . 148 s7.988 75,827 982
Cincinnati Sae (d) below) . 6 521 1,274 39,756
(See (G) beiow) . 28 9,062 204,265 3,905
Detrot . . - {Michigan) 8 11,020 15,844 -1,885
Indianapolis . . {Indiana) 65 7,93 4419 4,839
- (Kentucky) 16 3,230 9,408 ~22.351
fest Virginia) . 23 1,482 27 669
n 45,657 42,058 N
2 987 21 442
6 5 10,640 14,280 101,620
5 2 4912 647 1,734
1 A 1,247 410
. 4 6172 2523
3 39 2,938 l
7 6 6.512
2 11 8,086
+ (See (b) below) . 18 3 563
o 38 7 41,622
. (Naw Mexico) 1 1 1,101 5
. (See (1) beiow) 8 2 B8.695 2
(Wyaming) . a 968 954
. (See (1) below] 1 17 10,104 ,343
- (Cotorado) 2 - 34 1,588
- (Arkansas) 1 3,634 21,394 475
1 359 37451 6,082
12 5054 2,410 561,589
10 5,039 142,898 989
200 40,080 101,630 2arz
- bl an? 75 arr
M - 1912 n 30
29 7 1,243 2,029 3974
4 H 589 141 -134
2 1 9,704 91,942 191,698
2 2 2419 1,643 4,687
52 3 5,645 187 108,386
61 150 [:14] 79
6 8 1,768 ,968
5 5 11,087 286,788
28 367 4872 ~10,051
- 2 L3 -13.995
- 12 M
2 681 -14,010
Undtstributed:
Federal tax deposits * 37,806
Gasoline, lubricating oil,
Transterred ic Government of Guam .,
Withheid taxes of Federat smpioyees .
Cloaring account for Excrse taxes—aviation fusl
oil—Air Force and Navy . Ll
Presidential Election Fund '
Earned income Crecits 2
Other - - - 66,333
Totals for states not shown sbove
(a) Calitornia 5 21,691 95,283 478,487
(b) Hinois . 7 14,203 16,107 98,360
(¢) New York K] 11,562 59,568 760,143
{d) Onio 34 14,333 205,638 243,660
{e) Penns; 10 N7 185,501 158,668
N Texas 8 18,788 1,511,838 786,058




58 Table 2.—Int | i by sources
(In thousands of dollars)

Sources of revenue

wn

Grand total, all sources
cornmlm Income taxes, otal

Ex-mn! organization buzmass income tax.
vidusi income toat

lncm tax not withheld and SECA T+
income tax withheld and FICA 1¢s11 |
Raivoad retirement, totai 2

Unempioyment insurance 3 |
state

Ascohol lax
Distifted apirits tax
Imparted (collected by Customs, rates same as domestic).
Domestic, $10.50 per proot galion or wine galon when beiow pmv

Rectitication, 30 cents pec proct gation 1

Occupational taxes:
Nonbeverage manutacturers of spisits, $25, $50, $100, per year
Rectitiers:

umu denler (distiled spirits, wines, and beer), S54 per yw

Wholesale dealer (distited pirits, wines, and bw) 255

Vemdactorer o s, 355 b0 yoar.
St or condensers manitactured, $22 ea

led by Customs, rates same as comestic). X
Domestic (smmm 17 cents, 67 cents, $2.25 per wine gailon; spaikiing wines, $3 40; unmclauy
carbonated wines, $2.40; liqueurs, cordials, §1.82) ¢
Occupalml taxes:
Beer taxes, totsl
imported (wu-c
c, barrel of 31 gallons ** .
Occupationat taxes:
Brewers:
Lesy than 500 barrels. $55 per ye:
500 barrals or mare, $110 per year
Retal nenlm in.ber, $24 per year (nclm limuted retai Gealer in distilled spirits, wine and beer,
82 20 rnd 34,50 per month).........

, total
Il (Class A), $4 per thousand .
um (Class B), $3 40 per thousal
23/4 Inches or traction thereof .

, total
oresare ‘price not more than $235.294 per thousand, & 1/2 percert
Wholesale price more than $235,264 per thousand., $20 per thousanks
Smafl cigars, 75 cents per thousand .
Prepayments
imperted cigars, cuwenu, cigarette papers and cigarette fubes (cotiected by Customs, rates same as domestic) .

iscetlanecus to!
Cwnve!tn papers o

460,412,135

162355

1,504,601
,305
1467.837

2,448 4!(
2,402,85
2,402, 847

13
2718
1,344

59

Table 2.—Continued
(In thousands of dollars)
Sources of fevenue 1979 me0
Excise taxes—Contini
Menutacturer's nclll taxes, tots) 7057612 848741
Gasaline, 4 cents per gation .., 4525085 4,218,147
Lubﬂallng od, etc., 6 cents per gation 108,647 108,402
Tires (wholly or in pln Of rubber), inner
Tires, highway type, 10 cents per pound, MML S cents per pound excep! tarvinated tires (other
than type usad on mghway vehicles), 1 cent per pound 820,522 635,440
Inner tubes, 10 centy per 35,720 26,070
Tread rubber, 5 cents 22,041 20014

pound
Motor vehiclas, chassis, bodies, parts, and accessories
Passsnger automobites, chassis.

Fisting rods, creels, stc., 10 pucem
ows and airows, 11 percen!

Firearms (other than pistols nnd
Shefis and cartridges, 11 percent
Black Lung™ .
Fuel ecor\omy $200 1o 8550
Other 37
Retallers excise total

Noncommerciel aviaton gasohne, 3 cents per galon .
Noncommercial aviation fusl cther than gasohne, 7 cents per galion .
3‘1’”’ and special motor fuels, 4 cants per gallon (in some instances 2 ¢

Miscellaneots excise taxes, total
Teleohone and teletypewniter exchange services, 2 percent
Transportation of persors by air, 8 percent
Transportation of property by air, 5 percent
Use of nternational ar-travel facilities, $3 per person .
Coin-operated gaming devices, $250 per devica per yaar
Wagenng taxes

Occupalml tax, $500 per year

908
Wagers, 2 percent of amount wa 9.124
per year (instaltment
251,793
per pound on ‘nonturbine engine
er 2,500 pourm or 3 172 :eﬂu per pnund on mmlnl engine powered 27,741
Firearms uansm and occupational taxes 728
Foreign insurance, 1 cent or 4 cants per aauar of ‘premium | 69,261
Exempt organizations, total . 63,567
Net investment income, 2 p‘msnl" B 85217
Self dealing, 5 percent on seif<isaler, lesser of $10,000 or 2 1/2 percent on foundation manager 234
Excess bumness foldngs, 5 percent on foundation . B 2
Tmb! axw\unurn 10 percent on foundation, iesser ol $5.000 or 312 pert 30
1

Fulme |o timely file certain informat y 1,853
Failure to distribute income, 15 percent of unchstributed incoma 1,306

Investments which jeopardize charitable purpose. 5 parcent on foundation, fesser of $5.000 or
S porcent on foundation manager 3
Empioyee pension plans, total . 2050
Excess contributions to an IRA, 6 percent of excess amour 990
Tax on undacdistributons from an RA, 50 perceat of urwmsmmnm 18
Prohibited ransactions, 5 percent of prohibited transaction ., 279
Tax on axcess contriutions to an HR-10 Plan, & parcent of excess amount . 13

Falture to meet funding standards, 5 percent of funding deficiency .....,. . . 261

Tax on excess contributions to Custodial account, 6 percent of excess ar 51
Failure to file registration statement, $1 per day Up to 35,000 . 2%
Failre to file notification of changs, $1 per day up to $5,000 3
Failwrs to file statement required by section 6047 or £058. $10 per day up to $5,000 06
Failure to furnish actuarial report. $1,000 each fallure -
Failure 1o provide IRA reports, $10 each fallure .
Black Lung benetit trusts, totat 0

n

Taxes on lobbying expenditures, 25 Derl:unl of taxable lobbying expendilures .
Wlnc'all profits, 30 percent to 70 pe

lln:hnl'l'd excise taxes '

1,079
10,972
283,272
17 583
74 ND
65 230
87

1

305,719
270

2,001,078
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Table 3.

{In thousands of doliars)

by prlncipél sources

Income and profits taxes .
Total Corporstion Manutac-

Fiscal yesr intemal tncome and Indhdusl £ ment tats Alconol Tobacoo trers o
revenue Tota! profits Income axes!  gifimes® tareats e oxcise

Laxea’s 20 i
collections taxesi® taxes
(0] @ 3 [0] 5 ® m ® ®
oEag swmie  wed 18,704,536 7.700,828 6832 2626165 1165519 522,671
29010756 0676459 19343297 2024,365 779201 2474762 1237760 1425260
gmiet 10l 20997.781 2381342 BSOS 2255327 1300280 1649234
11,552,669 16,051,822 2476113 796 2210807 1321875 1771633
orass  iossasn 17,150,308 2644575 706221 2210202 1328464 1836053
50445686 07384870 14387569 997,309 3627470 720700 2546808 13803% 2380677
Smasse gl auasesio 29,274,107 4464264 BT 2549120 1565162 2348943
63,6655 21594515 32536217 4718403 891284 2780925 1654311 2862788
Gioan  Lomon  2lacans 32813691 5107.623 s35321 2783012 1580229 266913
66208692  49.914,826 720 31,650,106 6219665 936267 2742840 1571213 2885016
5112649 56636184 21288522 35,307,642 7205780 1171207 2020574 1613497 3456013
817197 60560425 21,530, 39020772 7,580,522 377999 2973195 1674050 0761925
Tsas safoisl s 568559 G686 1410925 2945481 1734021 397413

797973 588 18091 40734748 BES3744 1352962 /002, 1,806,816 958,
s BEs 2Wi 4S45TIT 11156589 1626348 3193714 1931504 4736129
94401085 67917941 20764940 AGISI001 12502451 1016392 3212801 1991117 4896802
09440830 71045305 21295711 6495 12708371 035187 3341282 202573 5120340
105925305 75323714 22336134 S2907.581 15004486 2187457 3441656 2079237  5610,09
112260267 78891218 24300863 54500354 17002504 2416303  35TT499 2052545 6020543
4436 TOTIDI6 2619134 5660683 17104308 2745532 3772634 2148584 6418145
(28879961 92131794 30834243 1,297, 20256130 3093922 38M4378 2070956 5613869
14837415 104288420  A917.825 69370595 26950241 3014406 4075723 2079889 547847
153506838 108148585 29896520 78.252,045 085898 3081079 4287207 2122277 57113873
187919560 138778052 38337646 97.440.408 063657 3500065 4555560 2137585 6,501,146
195722006 138,688,568 35006983 103651585 3680076 4746382 212 6683061
190,647,198 131072374 30319953 100752421 3784283 4800482 208,585 ,

200855737 143804732 34025548  10BB79.186 5489969 5110001 2207273 5728657
Z7ATIN easTstS  Sanisis 128112006 4975862 5049513 227695 5395750
208952254 1BASABODA 41744444 /093 5100675 5358477 2437005 5742154
I aiitow  ilact  isseads  Tiviosw  isosors  Saomm  rwasw  seisen
Mpsiarer MEINT 46702850 5096077 74202853 5307460 5427722  24B7A34 5486106
Tieaie  495eTAe  Scews ‘TeaTe 1089206 488247 Laosedi 622821 1.543.3%9
5105417 246,805,007 jerseoe  georedls  Tazedzs 06630 2398500 6068682
NeTAM Srouimons. oomones  naosss 53814 55127|5 2450913 6585681
TS Mo hATMe  siesy  iaawen  Sevwore 2495517 7,057,612

510375273 350827392 72379610 287547782 128030480 6498 Sloeses  saieds  sedrin 9960416

*Transition quarter.

Footnotes for Tables 1-3

* Less then $500,
N Revised.

1. The receipts in the various states do not indicate the federal
tax burden of each since i many instances taxes are collected
in one state from residents of anather state. For example, with-
holding taxes reported by empioyers (ocated near state ines
may include substantial amounts withheld from salaries of em-
ployees who reside in neighboring states.

2. Inciudes taxes on unreiated business income of exempt or-
ganizations.

3. Collections of individual income tax not withheld inciude old-
age, survivors, disabillty and hoepital insurance taxes on seit-em-
ployment income (SECA). Similary, the collactions of individual
income taxes withheid are reported in combined amounts with
old-age, survivors, disabillty and hospita) insurance taxes (FICA)
on salaries and wapes. Estmated separate national totats for in-
dividual income tax and for old-age. survivors, disabillty and hos-
pital insurance taxes are shown in the text table (Gross Internal
Reverus Coliections) on page 11 and are used in Gbtaining na-
tional totais for individual income taxea and empicyment taxes in
Tablo 3.

4. Self-employment tax and taxes imposed by the Federal In-
surance Contributions Act ars applicable with respect to Guam
and American Samoa. Amounts of such taxes collectad in Guam
and American Samoa are combined with similar taxes reported
for “Otfice of Intemational Operations—Other.”

5. Inciudes fiduclary income tax collections of $1.8 bililon.

6. Beginning with fiscal year 1957 the United States total is ad-
justed to exctude withheid individual Income taxes transterred to
the Govermment of Guam in accordance with tha provisions of
Public Law B30, approved Aug. 1, 1950 (84 Stat. 392). This ad-
Justment was to $19.2 million for 1980,

7. Includes net ﬂd)tmmunl of $11.5 million made by the Depart-
ment of the Treasury.

8. This district is designated to report all revenue collections
receivod trom taxpayers residing outside of the area serviced by
its Intemnal Revenue Service Center.

9. Tax payments made to banks, under the Federal Tax Depo-
sit (FTD) system are included in the intemal revenus coltections
for the period in which the FTD is purchased. However, such
payments are not classified by Internal Revenue districts (nor by
tax subc 10 which excise tax payments relate) until tha
FTD payment is applied to the taxpayer's liabllity from tax re-
tums filed,

10. Represents cradits aliowable on incoma tax retums for cer-
18in gascline and lubricating oll tax payments and for excess
payments under the Federal Inzurance Contribution Act (FICA).

11. Designations by taxpayers of a portion of their taxes to the
Presidential Election Gampaign Fund are not coliections, 23
such, because they do not sffect taxpayer liability. Transfers of
Amounts to this tund are made on a national basis only and,
therstore, have no eftect on district and regional coliection data.

12. Represents amounts oftset against outstarnding tax liabilities
other than those for Farms 1040 end 1040A on which the credits
are claimed.

13. Includes amounts transterred to special accounts for Pusrto
Rico, Virgin lslands and the Northern Marianas Istands.

14. Amounts of Infernal Revenus taxas collected on Puerto Rican
products transported to the United States o consumed on the
island (less returnids, drawbacks, and expenses) are coversd into
the Treasury of Puerto Rico under provisions of sacs. 7652(aX3)
and 5314(aX4) of the Internal Revenus Code of 1854, The gross
amounts are included in overall collection results (Tables t
through 3)

15. Repealed effective January 1, 1980 (P.L. 96-39).
16. Refer to Table 2 tor components.

17. Detail doss ot add to ofal because the tota includes negl
gible amounts o not shown

18. Corttains, among other items, amounts pald into depasitaries
but not yst classified into excise detall from tax returna filed.
1980 data primarily refiect windfall profit tax amounts,

18, Carporation income tax rates: Eftective January 1, 1965,
first $25,000 of net incoma normal tax of 22 percant, net income
in excess of $25,000 combined normal and surtax of 48 percent.
Normal tax and surtax also apply to net income derived by cer-
tain exempt organizations from unrelated trade of busmess, El-
foctive January 1, 1963, & 10 percent per annum surcherge was
added (o the tax (Public Law 90-364). The surcharge was ex-
tended to December 31, 1969, by Public Law 91-53, extended to
June 30, 1870, by Public Law 91-172 at & 5 percent annual rate,

and then dizcontinuad. Under the Tax Reduction Act of 1975
(P.L_ 84-12), aftective tor 1975 returns, surtax exemption in-
creased to $50,000 and normal tax raduced to 20 perceni on
tirst $25,000 of taxable income. These changes wers axtended
Gy the Revenus Adjustment Act of 1975 (P.L. 54-184) 10 June
30, 1876, for 1976 returns at rates designed to achieve the half
year extension. The lower rates and higher surtax exemption
were axtended through 1977 by the Tax Reform Act of 1976
(P.L 94-455) and through 1978 by the Tax Reduction and Sim-
piification Act ot 1877 (P.L. 85-30). Effective for tax years begin-
ning Januery 1, 1979, the Revenue Act of 1878 (P.L. 95-600) im-
Pposed a new rate structure graduated from 17 percent to 46
percent of taxable income and siiminatad the normal tax, surtax.
and suftax exemption.

20, Individual income tax rates: Effective January 1, 1965, grad-
uatsd rates from 14 percent to 70 percent of taxable income. A
10 percent per annum surcharge added by Public Law 50-364,
effectiva Aprit 1, 1968, for individuals, was extendad 1o Decem-
ber 31, 1969, at the same annual rote (Public Law 91-53), ex-
tended (o June 30, 1870 (Public Law 91-171) at a 5 percent an-
nual rate, and then diacontinued. Includea SECA taxes of 8.1
porcent on net earnings up to $22,900 for 1979 and 525,800 for
1880.

21. Rates of tax are; income tax graduated withholding on
wages in excess of exemptions: Public Law 89-388, aftective
July 1, 1867, 14 to 33 percent; Public Law 81-172, effective Jan-
uary 1, 1970, 14 to 25 percent; 14 to 36 percent effective Janu-
ary 16, 1972, under Public Law 92-178; 16 to 36 percent, effec.
tive April 30, 1875, under Public Laws 84-12 and 94-164; 15 to
35 percent, effective June 1, 1977, under Public Law 85-30; 1§
10 39 percent stfective January 1, 1979, under Public Law 95-
600, A combined FICA tax rate of 12,26 perceni was in sftect on
saiaries and wages up to $22,900 for calendar year 1979 and
$25,900 tor 1880,

22. Conaists of reguiar railrond retirement combined tax rate of
21.78 percent for calendar years 1979 and 1980. Tax applies to
employers (15.63%) and empioyses (6.13%) and Is imposed on
taxable portion of wapes (limited to frst $1,808.33 of

taxable compenaation for 1978 and $2,158.33 for 1980). Further
includes railroad empioyes representalives tax of 21.76 percent
on taxable portion of compenaation received. In addition, a sup-
plementat tax levied quarterty by the Raliroad Retirement Board
s Imposed on empioyers and employoe representatives based
on hours worked.

23. Employars of one or more parsons in each of 20 calendar
weaks o who palc wages of $1,500 or more in any calendar
quarter taxed 3.4 percent on taxable portion of wages up to
$5,000. This tax is reduced by credita for unemployment contri-
butions paid 10 states up 10 2.7 percent of FUTA tax.

24. Prior 1o January 1, 1977, estale tax rates were graduated
from 3 percent on the first $5,000 of net estate in excess ot a

,$50,000 exemption to 77 percent on portion over §10,000,000;

Qift taxes ware three-fourtha of the estate tax scheduls tor corre-
sponding brackets with & $30,000 exemption subject tc a $3,000
anunual exclusion for sach donee. Beginning January 1, 1977,
the ssparate sates for estales and gits were repiaced by unified
rates of tax graduated from 18 percent to 70 percant. The sepa-
rate exemption amounts were repiaced by B unified credit of
$47,500 to be phased in over a 5 year period ($38,000 credit for
1879 and $42,500 for 1980).

25. Taxes on passenger sutomobilea and light trucks repealed
December 11, 1971, by the Revenue Act of 1971,

26, Includes 50¢ and 2 percent per ton taxes on underground-
mined coal and 25¢ and 2 parcant on surtace-mined coal.

27. Includes deiinquent taxes on ltema repealed by Public Laws.
B7-456, 88-36, and B9-44. Also includes supar and interest
equalization taxes thal have expired,

26. Rate was reduced from 5 percent to 4 percent on January
1, 1878, to 3 percent on January 1, 1979 and to 2 percent Janu-
ary 1, 1880 (Public Law 91-614).

29. Repealed sfiactive June 30, 1980, by the Revenus Act of
1878 (P.L. 85-600).

30 Trlns!m of machine guns, short-barrsied firearms, silenc-

.. $200 each; certain guns with combination shotgun and
rﬂl. bllr!ls and mh.l lvichl types of firearms, $5 each, Occu-
pational taxes are levied on manufacturers, importers, or dealers
in firearms and are Inchuded in th

1. Rats was reduced trom 4 percent to 2 parcent for taxable
years beginning after September 30, 1977 (P.L. 95-600).




Table 4.—A t of Internal r including interest i Table 5.—Number of internal revenue refunds Issued 63
(In thousands of dollars) .

Individual income and Individual income and
internal Revanus reglons and districts, staten end _— empioymen tazes . . o m mw,:':'m :;u:’k:lu W-:z and wnployment taxes
other i (smm""ﬁbz:"g::; Totst  Comoration Excessive Other Estate Gin Excise i tricts indicated In parentheses: total for Total!  Corporation Excessive Other Estate am Exclse
e Darer d"""‘um-) Income propayment H states shown af botiom of table} . income prepayment
(V] @ @ (] [C] ® m ” hd m @ o W s} (U] m
54000099 3,055,507 2,200,012 15112 7407 23,3541 7 . United States, total . 74,508,122 20301 10 X
8,854,018 1,108,114 243,001 17,7683 28 17 *Mﬂlnﬂc “nbn . 9.934529 = ':}2
See (c) beiow) . 363,884 28,600 18 12 13 i Aloa . -(500 (c}bcIW) 643,376 151 13 502
210,753 . 85 . 141 , . 375,070 a7 2 525
1,275.286 2718 2321 118 1,287 1,990,196 519 43 1,55
1,320,941 33,205 2878 5781 ) 2026775 628 51 1480
947,353 14,539 1,359 15 511,654 a6 an 1195
85,597 3121 17 E] s 162,868 35 2 :
( 864119 1,700 76 2,049 1,100833 68 81 916
Sea (c) beiow) .. 1370883 140,973 7.0% 2 ' 145058 787 107 1841
(e Hampshi 201,121 n ¥ & 4
211084 4,952 207 10t 136 : Providence . ) j;.g 66 9
7032902 143,300 17442 574 41012 . MidAtanlicReglon ... . 10 2
1,284,961 32,258 9,060 58 7.720 Baltmore .. -(Manyland & D.C) . 1,821,439 2.3“ ’:; '}ﬁ{;
New Jersey) . 1,828,732 R0.748 3us 60 18,635 \ Newark . . - (New Jersey) . . . 25838512 2 2121
Sea (&) below) . 1,570,314 27,539 2,04 107 9402 ‘ Philadeiphia . See (2) below) 2,395,733 488 a7 2110
See () below) . 1,062,511 2,603 1419 189 1,984 ! Pitisturgh - (Soo (&) beiow) 1479561 269 a 1,560
1,094,169 7184 1,357 146 2517 Richmond . - {viginia} .. 1,730,065 301 a7 1422
192,217 3048 167 34 754 . Wilmingtan Delaware) a1 7
6.285.904 197,684 13212 e 26702 : Southesst Reglo : 2 s 13710
1,055,983 X 1153 [ 11,579 ttanta ... - (Georgia) 23 i) 2,082
732,589 25,885 €53 27 25 Birmingham - (Alabama) . 185 27 ]
463 12,97 626 12 504 . s - (South Caral 156 17 1073
839,265 10268 1,082 85 4114 : . 2 55 1970
372,685 12,860 a7 -5 18 1178
1,770,140 71,819 7,986 2 : 1,206 138 116
912779 27,821 1,395 155 8029 | 29 1677
7972832 199,611 7,708 260 18515 1822 241 10,641
1,100,286 1,490 107 306 22 1570
1,718,505 52,358 1,680 1,318 . 294 45 1,950
2778978 50,379 1,959 21 g 467 56 2027
1,290,727 43343 1,417 115 3782 3 65 2117
Kentucky) 704222 23,054 794 1 1178 212 16 1.402
ot Virginia) . a7a e 659 365 26 2, 2 875
TAT244 256,713 7 26400 o MidwestRegion... 2431 w2 12,008
110,795 8,496 3 11 10 1
2,687.42 75,622 251 8954 1,04 129 2393
5 2160 15 514 . DesMomes..............(owa) ... iy %
119,166 1,174 12 218 i 121 19
1,001,600 26351 a8 2154 . 424 0 2242
315,260 20852 8 831 ' 182 5
1,064,256 0412 77 10,79t ' 377 % 1,915
926,413 27,643 12 1482 St Paut 30ta) 380 7 1843
678,264 23,704 93 1311 ! - (See (b) below) a1 1.080
,004.380 690 1228 15,188 . uthwesd R PR 387 14,031
(New Mexico) 242260 8514 18 298 . . (New Mexico) . 13
s« (n bnmw) 2,104,948 75,573 265 3582 . Austin ..., Sea (1) below) 540 81 2362
138,528 6,264 53 65 : - (Wyoming 45 [] 31
Su (u nmw) 1,327,226 67471 226 8576 Dalt2s See (1) beww) 518 53 3,049
k .075 145 762 . ' (Colorado) . 187 47 1,235
377,244 19,874 41 315 ! 26 1.240
6,058 2,795 155 256 25 1581
601253 25,947 938 79 1641 . 8875 240 5 1596
462,652 23177 890 244 720.9; 249 “ 1.498
10,240,928 360,297 26,009 3,108 15,100 . 12,039,367 a8 "2 15,588
178559 74 8 151, 21 2
104,677 10,811 a8 10 13 ! 278926 . B H
162413 651 vl 27 478 254,089 o 1" 714
7.1 5,062 ars 72 325471 2 217
4,013,478 120,888 9,704 2427 6,368 4,814.593 1916 135 [RAES
861 18,699 1,:;;; ! ;g“gz 20
675021 30,333 T 377 3 2% 2% 14
219976 8414 an 75 693 . Reno ... 299,584 H i
311,878 0,548 276 16 129 | - g‘ Eh City . (Utah . 438,091 2 430
Ses (8) . 2,618,815 92,045 10,365 192 2929 Seatta e - 3295834 1,618 10 3.787
Washington) Lg‘zgg 46,080 1.2 1‘32 g m‘:‘: e 1,385,495 2 P 1848
14390 . m
ao':az 5447 4 0 57 H Puerto Rico . 45,784 4 " -
219475 20437 840 16 52 " 152,554 170 18 u7
laneous 1,095,737 - - 134692 : 132,952 - - .
Gasoline, fubricating o and ex i
FICA cregi 639412 . - 506,596 . . 132817
naComons [ o . 10787 : . . faie
Earned Income Credits Oiaat . X : . - - . - :
Rehncs reversais unclassified® 43662 428,067 15,595 - . - - i 8110527 -65.409 7652372 360467 154 3 8500
4o0sst 210 :,gu,vse ez 1.461 188 3473
. 638, ¥ 5368484 022 1,962 21 &
Totats tor siates 0ol shown sbove N 3717513 25,356 571,760 118096 700 a? 3.723
i 3875284 21,103 3730,605 737 8 2670
(a) Calitornia 6,632,093 m.a;: g.dnﬁg 212923 zgg 2,22 . g.gg X . 4536028 31,580 4,278,781 iH n75 1,055 1M 6403
o .. 3365689 £94,505 553, 99526 ¢ . p - " =
1‘2; ok bt Ferre ] 15243 ey 13748 i ' District ottice details were not for refund pending when 1980 booka wers closed,
@ Onio . zmam 454,226 2,280.881 76233 3170 137 4138
(&) Pen 3216 2,207,292 67,142 3513 276 11,384
n Texas .. 3 432 i 685,726 2,581,930 143084 10855 4 10,128 ,
1 Amounts may not add due to round:ng, . Table 6.—Overassessments of tax as the
?Includes earned income credits refunded amounting to $1.3 billion. i result ot examination
3ncludes credits for gasoline and tubricating oil tax payments. . {Exclusive of claims for refund)
*Includes credits tor excess payments under the Federal Oid Age and Survivors, Federal Disability, and Federal Hospital
Funds amounting to $507 million, 1 Amount Recommended
*District office details were not available tor refund reversats pending classification when FY 1980 books were closed. _{n thousands of dollars)
* Less than $500. . 1979 1980 1079 1980
133059 wam e
. 108303 106,093 84358
1,453 1479 16,536
t 10,488 10,685 1035
3974 4138 230
s02 366 z 242
. 4278 3973 D43

4051 3,308 9,791




64 Table 7.—Number of retumns filed, by internal revenue i Table 7.—Continued 65
regions, districts, states, and other areas

. IS
7
G
Total e Indivicus) : e Bevenue eghons and disrict,siaies snd Employment Exemct  Employes Supphements)
rehama  Wocome Gz estimstedtss  ucisy P Cincome tsx Estate tex | resentod ain tes  Orgsnization Pang  ATFRetums  Exclestaes TR0
[ ] (e} @ it . ® m ® (A1) on a2 (10 (14)
0,143, saasert 1676758 ! 25983 20499,154 w3674 91,700 646613
12810810 123688 355,308 : 3733555 8601 85929 66,05
806443 71,616 10056 209,067 35m 6356
455,084 40,283 2,637 134523 1785 3832
2,500,301 24,991 . 632197 26,865 4514 9494
269651 22799 716,590 9337 13627 8.067
1,860, 36702 425,804 8970 12809
206,117 4531 4,980 1 944 2,024
502/ 49210 432438 2 10,532 11,283
1784167 882 830,988 10,305 27043 550
397,910 6,305 1125503 172y
406,41 573 676 113915 2282
12887951 412 27510 3340354 109,531 108,831
2212.967 41610 6029 563,153 -2 22181
327761 334 7096 938,730 6,548 24,406
2989813 %.782 5501 749673 29,360
808 39,545 , 2 429,497 16597
2149219 0714 5332 596,036 13411
249.291 10,486 708 72,265 102,985 2276
12,521,883 196,534 277 4143501 49318 L3
2,071,780 25,131 704 621,430 26621 15313
1359153 16,328 404230 6699
1147305 10267 334,037 7450
2282777 25437 238 15406
844,255 6,567 219576 4844
3964744 52292 1313640 22697 %434
1,851,849 20,512 . 10,350 1,158
12503.016 223,105 2770 306362 58558 19987
1934813 35818 ' 3841 457,358 209 20018
2626.34 43417 4982 X 30435
3,757,322 809 6447 873,565 B 4
2220434 40,176 4 533847 15,408
1297.138 19163 2562 371,563 7045
667, 9722 : 1027 187833 3773 708
12,984,580 331,824 45806 3822208 53,005 a.702 7338
276,640 4500 . : . (8outh Dakota) : 1648 99384 2158 3462
2,680,691 114,637 « (w8 b) below) 8782 865507 7861 a0 15,2807
1,196,196 35549 ~ tiowa) . * 6581 293574 12176 9391
268, 4758 Fargo ... - ori Oakeia) 1976 99,041 2,446 2,752
1975350 52413 i (Wisconsin) . . 8376 548,157 24,574 23,569
‘ 653932 14326 . o 4443 222,387 6530 5652
1967939 4654 Missouri) 4854 581,035 19618 19,395 7417
17116566 3415 Minnesota) 4743 a5sane 25526 22719 10.833
1,241,000 275574 . (See (5) bekow) . 4232 48678 11235 925
12,027,639 18410 . .. . 2316 ar2r2es ss527 62,200 50
502568 5959 . 7 (how Mexico) : 857 153068 3217
3297362 @3 : . < (See (1) below) . 6684 831,615 28,820 20,668
196,040 2879 . 865 721905 .
2.363.874 46564 : 4418 780,106 26,707 17400
V261727 24972 3453 384,081 12,574
800558 ! 1 2077 258,023 a2
1510070 1217 New Orieant 1995 ase, 8770
1141239 17942 Oklahoma City . 3767 357,022 7293
370,895 20854 . Wichita ... [ (Kansas) - 4200 321,808 6775
10,401,496 423 . Westom 2015 4864364 7319 147,305
175649 1232 : . 252 8,797 1807
255 4498 756 119056 3
328887 5207 ; 2039 122,614 2477
413178 6387 ' 171a 08,74 3782
6019.995 126660 : 1,690,634 29,155 5.
1,049,829 21900 : 2024 276777 8621
1210215 20245 3370 MUpNs 5 14822
362! 6,105 5 95, 291
526,841 17608 : 1736 149751 5025
4218958 3712 6454 1183387 23288 34493
1,741,080 27904 . 2579 519315 20,675 7178
250 7877 329 : a3 195,765 82
279172 79.229 a7 . @ 182525 544
2708 318,648 842 . 361 13240 258
i
15879089 10238953 1075541 200372 222951 264,111 18535 2,874,021 52453 67633 40742 77952 712,746
7382334 4929691 473488 2211 74542 131,798 11,593 . 1214186 7.861 59644 24212 35480 264,633
11199618 7,150,326 710965 161,489 91907 308418 11529 2232448 19732 54,151 35,702 39,689 34639
.. 6741213 4561182 387353 85235 513 108,662 6145 1096,254 M 501153 zm 37132 280527
(e) Pennsyivania 7021914 4798859 459805 135328 59550 53418 5929 . 405 1479170 s 5,050 45408 157,635
) Toxas . 9040 5661.236 451,633 95507 113209 148215 7,063 i Wiz unnr 5,521 28,068 AT 64,248 651,074
Column Contents: Cotmn Contaty,
Forms 1040, 10404, 1040NR, 104055-PR, 1040C and 1042, ) Form
)" lecudes Form { §3) Incluses Forms 940, S40PR, 541, 41PR & S, BATE, B41M, 542, 2P, 543, S43PR, GT-1. ang CT-2,
@ Form 10ar. . (10} Includes Forms 590, 890PF, 990T, 890C, 5227, ar
{8) Form 1065 : (11} Includes Forms 5500, 5500, SS00K.
(6) Inciudes Forms 1120, 1120 Specials (3ched. PH, 1120, 1120M), 11208, 1120-DISC, 1120POL, 1420F and 1120H . (12) Includes Forms 7, 9, 11, 4708, 4706, 4707, 4706, Aorol Excise Tax Retums, and Tobaceo Excse Tax Retums
) Inchudes Forms 706 and 706NA. (13) Inchudes Forms 720, 720M, 730, 2290, 118, 11C, &

(14) includes Fomnm‘o)( 120X, 2668, 4868, 7004, Tonl 1120L&M 7005, 990AR, 4578, 1041A, 2438, 990BL, and 6069




Table 8.—-Returns flled, examination coverage and results (1980) i 67
i
|
1
l
. !
. , {
f
o T - | L — e e
Srim m avorms Coner Torl C:mw;"l . m suton_ Comtany Toul m Avciors Convars m Auchons
Individusl, tota! 90,727,115 22485 1,346,320 195073 1633858 202% \ $1.335 . 3602 339 1,977 34,566 47 s199 19 26 Individual, iotal
NB ! under $10,0007 38,530,606 %273 32221 39,656 438,150 198 i 143 109 5 258 5438 294 131 15 £ NB ' unger $10,0007
ST imE m BB sh oBm B ; T 2 7 5 = = = 3 = o e
NB $50.000 and over 1,251,151 59,457 47161 2m9 109,337 ar | 365 “ 1 n 6,146 841 “r 12 0 'NB $50,000 and over
85 under $10,00 3,696,253 36330 77,015 4,049 117,384 218 i 18 69 1 184 3159 889 181 15 2 B under $10,000"
8 $10,000 under $30,000 5465678 26408 52447 8876 97731 179 ! 9 42 H 17 2570 792 250 12 ) 8 510,000 under $30,000
B $30,000 and over 1,873,942 61478 24888 3440 89,606 479 | 452 29 1 3 7,358 1,161 an 12 29 . B 530,000 and over
Fiduclary 1,820,708 0878 . - 0,875 54 ' £ - - £ 3420 - - n . Fiduclery
Partnership 1289315 2001 - - 2,001 179 t . . . R R N N 2 . Partnership
Corporation, Tots! 2,083,672 133,693 - - 133,593 [ i 8,008 . . 8,008 a2 B s 2 N Corporstion, Total
Assats ot repcrted 125,622 5790 - - 5.790 a6t : 9% - - % 16540 . . 2 . Assets not reported *
Under $100,000¢ 1,008,189 36,520 - - 36520 36 i Ll - - 61 1.679 - . 27 - . Under $100,000
$100,000 under $1 Mil 746,767 51,953 - - 51953 696 ! 195 - - 195 3758 - - 2 . - $100,000 under $1 Mil
55 Vot wrer $10 M 151,663 27,636 . - 27,636 1822 ! an - - s 13,685 - - 17 . $1 Wil under $10 Mit
$10 il under $100 Mil 26,302 7.756 . - 7,756 29049 i 540 - - 540 69.674 - - 10 . $10 Mil under $100 Mil
$100 Mil and over 5129 393 - - 3938 7678 i 4737 - - 4737 1202893 - - 4 - $100 Mit and over
Smalt Business Corp. 504,388 10,457 - - 10457 207 i n - - an 2983 .- . 38 - Small Business Corp.
Domestic intemationsl Sales Corp. 8758 1,635 . - 1,835 .20 I 5 - - s 275m - - “ B Domestic internations! Saies Corp.
Estate, totsl 158,192 26,808 1,806 - 2414 w17 : 1,045 ) - 1,050 EL 2,768 - 2 ” Estate, lolal
Gross Estate under $300,000 119183 9,151 1,225 - 10,376 870 i 7% 3 . 4] 8,247 2827 . 15 18 Gross Estate under $300,000
Gross Estate $300,000 and over 37,183 17,657 81 - 18,038 4850 ! 970 1 - o7 54,035 2578 . 10 20 Gross Estate $300,000 and over
G 205,191 .3 - 037 408 ! ) 3 - [ 11,481 4172 - 20 E am
income, Estats and Gift, total 96,771,515 505567 1,348,540 195073 2,049,200 212 1 8,587 609 2 9235 16,984 a2 199 17 2% Income, Estate and Gift. totat
Excise 1,085,175 63,922 10,682 - 79,604 47 I ” z 100 1435 149 - T " Excise
Employment 26,429,842 0,744 9,222 . 49,988 19 t n 2 12 12 191 . 29 n Employment
Miscellaneous - m 10 - s27 - § . - - - a2 s - 1 2 Miscellanecus
Bervics Canter Commections - - - 533,048 533,046 - | - - 123 123 - - 20 - - Service Center Comrections
Totals may not add, due to rounding. é $Service center no-change rate by class is not avallabie. No changs resulled in 34 parcent of service center axaminations
' Nonbusiness returns. i

2 Adjusted gross income,
1 Business returns,
4Balance sheet assets.




Table 9.—Returns fited, examination coverage and results (1979)

% 69
'
i &
'
] Retume Examined h ‘ it ot denmesy o Penary oo Boturma M pereants
- : R R R M
Individuat, tots! 7,338,611 w2768 135031 19907 1344986 ans ; $1.3443 $s42.2 8351 steas $4.655 3400 176 2 24 individusl, total
NB ' under $10.0007 38,896,456 2,583 376,752 40237 u5572 115 | 1501 938 40 2479 5,250 249 100 2 27 NB under $10,000 ¢
NB 315,000 vnder $50.000 L R A b ! wie o an w5 ses 2% & b4 ® ] NE 315,000 vnom 155008
NB $50,000 and over 966,659 60,208 40247 1,53 101,989 10.55 ’ a3z 322 a 406.1 6,198 799 503 13 4 NB $50.000 and over
B1 Under $10,000 4043915 504 95,323 3750 132617 328 ‘ 121.2 685 8 190.4 3817 e 208 " 2 B3 under $10,000
B $10,000 urter $30,000 5,132,040 35,258 50117 7858 2,833 8 ! 955 u3 17 1216 2710 685 225 1 ] B $10.000 under $30,000
8330000 and over 1,443,728 5,536 21,330 2400 83.266 51 4137 %62 1.2 w2 6950 1227 516 n 27 . 530,000 and over
Fiduclary 1748478 10,108 L 10,170 58 ' 1048 - - 104.9 10,378 (] L 2 Fiductary
Partnership 1,195,198 20328 148 0474 255 1 . . . - - " % Partnership
Comorstion, total 1920371 142,890 7 1293 T44 i 41313 - . 41373 29,954 L 25 40 Corporstion, total
Assets not reported 123,526 8273 7 8.260 670 i 80.4 B . 804 9121 1 n ) Assats not reported
Under $100,000+ 969,614 40,156 22 40,178 419 . 609 - - 610 1518 1,350 32 36 Under $100.000¢
$100,000 under 51 Mil 674357 53,507 13 53520 784 : 2079 - - 2079 2885 177 25 54 $100,000 under $1 Mil
$3 Mil under $10 Mil 133,719 2,625 4 20629 240 I 3930 - . 393.0 13,729 - 19 50 $1 Milunder $10 Mil
$10 Md under $100 Mit 24421 8373 - 8373 u29 ! 5907 - . 580.7 70,544 - " . $10 Mil unler $100 Mil
$100 Mil and over 4734 2956 1 2957 8359 ! 28044 - - 2,804.4 708,893 39 4 - g $100 Mil and over
Smat Business Corporstion 44,080 RIEIH] 10 152 259 ! 20 . - 20 243 .- » © Smail Business Corp,
Domestic intenational Sates Corp. 7778 1433 2 i 1,438 1745 : 3 - - " 28,683 - El - Domestic Intemational Sales Corp.
Entat, botal 158,048 a.00 2982 29.232 18.50 ‘ . s43.4 57 - S48 20,006 2585 " w Estate, total
Gross Estate uncer $300.000 122330 10.867 1.874 1270 1042 | 98.6 45 - 1031 9,070 2424 13 18 Grosa Estate under $300,000
Gross Estate $300,000 and over 320 16173 s 16,491 4617 : 4448 11 - wusg 27,504 2538 10. 2 Gross Estate $300,000 and over
o 194,848 10,802 1,001 173 oz ! 1331 12 - 134.3 12,460 1,197 2 25 Gin
Income, Estate and Gif, totat 93,004,175 52758 1359815 199907 2082480 224 . 63320 5491 381 69162 12,13 404 176 19 24 tncome, Estate and Gift, total
Excise 0,550 nus 10359 £2.104 31 e 16 - CY &7 51 2 " Exciss
Emgployment 25,592.993 “99 24220 109,018 - 658 64 . 020 1,009 28 n » Employment
Service Center Carmections 498,434 496,434 ' 1102 192 200 Service Center Comections
Totals may not add, due to rounding. } sService center no-change rate by class is not available. No changes resulted in 33 percent of service center examinations,
i

! Nonbusiness returns.

7 Adjusted gross income. N
Business returns, i
4Balance shest assets. )




70 Table 10.—Number of returns d by class of tax and by Internal Revenue
regions, districts and other areas

Table 11.—Additional tax and penalties r ded after by class of tax 7
and by Internal Revenue regions, districts and other areas
(In thousands of dollars)

.
'
Corpora- &"; Exempt
internal Revenue regions, - - . individus! chapter Employ-
districts and setvice centers Total  individual Excise ment  Orpant Pions Fiduciary oo Comorn Estate ain Excise ploy. Organiz
Tolai 1,233,358 9,086 19378 ! 1,976,557 33,082 75005 1,049,600 01118 71,53 55,585
274482 1,577 7036 2,88 R 25829 2,154 22528 153,141 9,041 14,098 5850
205,226 907 5.995 2198 X 224,047 12,480 0,038 249 0.530 1,082
298,188 14,292 715 1,353 324,837 71 3, 78,545 14,600 29 5710
156,407 3 3,888 f 1,892 5,802 07,527 8,570 4,991
206,282 1,342 8977 3,599 1,745 7750 7383 2 17,890 19,780
250,185 208,461 11,560 940 4285 13207 04,533 15,110 10.205 8,806
544,305 491,308 1.7% 812 3959 4387 1,501 458518 1 4490 13,001
16,718 13,508 " 2143 . - . 250! 8471 -
123% 9,604 551 669 - - ' 175 177 2933 23 369 566 .
6720 4 508 - 18 1 2116 72 185 1,788 -
48151 34,502 2285 1,880 2,007 761 203 7.089 11,524 1279 2141 831 4,588
81470 71,544 1738 583 293 677 7 2318 73005 1365 €19 1,183 147
27220 20652 13 818 - - 20 7 4040 1,652 67 385 -
4092 32 128 128 - - 15543 57 . 453 L 39 70 .
31100 24237 1,092 801 - - 176,507 402 182 12596 2,067 469 1316 -
73.262 50244 2560 1,047 7 1,227 . 1,707,262 172 1552519 12,238 43173 2311 1,245 6526 113
5.206 393 419 318 - - 596 . 629 113 106 .
Providence .. 5386 3 167 284 . - 15,559 75 §476 492 1674 27 546 17 .
Andover Service Center . 14,312 14312 - - - . Andover Sarvice Center ... . 2.608 - . - - - . - .
Brookhaven Service Center _ rt 25425 - . - - Brookhaven Service Center . 5,685 - . - . - - . .
Mid-Atiantc Reghon: , Mid-Atipritic Reglon:
51,405 40,557 1701 1,699 1,559 1,279 Battimore . 126,545 40 9,435 2754 13936 3768 1,347 845
72,826 60.722 1,842 813 1,000 Newark . 25 118,767 297 23,835 883 1,349 113
47,284 361 1.290 1,333 87 917 Philadeiphia . .. 662 114,025 1102 94 585 1.572 1713 124
26,112 19,720 1.662 1194 - - . Pittsburgh . 10,670 126511 1,147 7,180 7 1,086 762 -
39,161 k<X 1,248 819 - - Richmond . 450 77423 10,556 6807 1,223 1,510 312 .
5078 3,049 o ” B - : Wilmington 5 27,183 5,080 1,062 32 13 1323 "
10,552 10,552 - - - - . - . . . N ; Philadelphia Service - s - N N " ” :
: Southeast Region:
Atlanta .. . 51468 41,208 1 3220 276 296 352 209 1,025 1,557 72 Alanta .. 134 50,381 a5 840 1,807 5257 2040
30.085 25879 264 118 1,648 138 22 108, 1191 497 - - Birmingham . 24374 83412 . 4395 1,627 2682 202 .
19,813 16,981 174 ] 1,044 131 189 66 501 669 - - . Columbia .. 12,214 72 14573 266 2943 510 T34 226 -
41549 32098 526 188 4043 289 406 219 2,352 1.368 - - Greensboro 36670 170 84.00: 237 8 2,153 1,687 279 .
21886 18,473 298 51 949 92 22 135 1,085 581 - - Jackson . 18,315 1,033 10.284 . 3923 3287 -
96417 76,951 690 487 5923 78 1,546 4 5811 2096 1121 81 Jacksonville . 150,906 4467 112,755 2341 39,263 4516 1,69 1,200 3670
32484 26,745 536 149 2344 129 n7 136 1,249 879 - - . Nashills .. 27,243 - 425 42406 10 6893 808 11945 912 -
Atiarta Se 23524 23524 - - - - - - - - - . . frio iAo 1818 - - . - - - . :
Memoris Service Center 26237 2623 . Moty
30865 21667 3 764 149 482 131 1482 1,461 1,463 Cincinnati . 21,345 558 77488 9,761 734 240 43
40215 28.425 443 27 2588 171 1,115 261 2 1.561 865 1,289 . 33302 148 82,384 216 15,840 4016 5645 1.524 459
86,061 51,56 755 75 5937 860 26 2844 1401 747 3 53879 515 239,024 2525 23321 1444 38,583 1,748 379
26453 204; 80 145 1773 451 566 66 1.967 - - R ' 28539 284 28,800 763 22903 1625 L7 482
17563 14,201 2 98 1,383 192 6 130 art 589 - - Loursvile .. 39120 "7 64,851 1,288 21270 610 9 3 .
7017 . 5334 138 85 760 50 156 33 104 aa7 - - Parkersburg . - 15,534 n 6,785 78 443 141 42 n -
14,779 14,779 - - . - . . . . . . . Cincinnati Service Centar . 2475 . . : . . s . N
: ' Midwest Region:
5,635 4493 83 29 36 113 66 262 285 - - Aberdeen . 65: 3,643 10 . 1.221 sag 18 .
,037 815 616 5923 525 1,064 235 2649 1,427 1,159 634 Chicago 594400 76,609 640 482,765 14.280 9,384 967 5,045 3z
24,707 18,104 507 188 1,805 581 257 2477 859 - . s Des Momes 73733 20,185 41624 108 9823 B11 85 54 .
29 77 13 274 108 3 50 149 - . Fan 11,584 4 . 4,657 1,765 260 8 -
28,561 20978 476 293 3.259 225 491 120 2060 659 . . Milwaukes 137,567 22482 218 107474 16 4422 1412 1,460 n -
14,353 10,201 268 6 1,017 121 367 129 K 1,427 - - ' Omaha 48113 10,580 25711 747 580 1,07t 1 -
36455 26,397 369 27 366 246 582 154 1,492 %91 1,721 1,080 i St.Lous ... 141,959 36,34 1 81,691 2187 a7a2 1,840 9422 S
38475 L 571 181 3284 9 492 250 1,438 877 1,643 1,885 St Padt ... 228915 27,581 149 180,934 2572 6.09¢ 3168 784 1,508 15,233
22 16,889 07 219 2057 180 570 76 1,160 633 - - N Soringtield . 0! 27,055 467 1 202 16,897 2928 261 221 .
15,859 15,859 . - - . - - - - - - : Kansas c:y slomce Center 3,235 3235 - . . . . . . N
ogion:
9,704 8,202 140 o 504 48 57 1 487 151 - . . Albuguerque 16,891 80 9 6,752 655 3835 657 122
54,058 43509 835 184 3,248 206 517 124 1707 1,627 1484 07 : 454,066 49,562 2443 5.4 5658 35,645 3,531 3262 4250 4,153
3,9¢ [ 337 a4 50 32 97 - 12,621 10430 2 1 8; 92 Tl
51755 39.185  1.189 25 3671 19 809 254 1,898 2616 1110 433 256,336 74222 1,183 143,072 2128 24745 4222 143 970 4,653
25,215 1, 318 137 1,624 184 170 75 1 - 74,322 21150 170 4. 84! 3802 3309 1,790 ’
15217 12,079 217 67 731 23 an 73 1,244 572 - - 1 9945 79 4,740 7 2854 289 568 188 .
614 30,674 247 2.400 248 1,153 - - 94, 44857 104 26 2070 8466 1878 1958 1,541
22,908 17,530 125 1,378 145 360 114 1919 . . 61,657 20753 102 27,354 1,547 8758 347 1999 800 -
21101 15,104 Nz 101 1,33 185 21 120 2237 1,373 - - : 21432 112 28407 287 6560 6a7 453 96 .
16,028 16828 - - - - - . - - - I 2316 2316 . . - . - 4 N .
317 7,221 &9 32 393 20 2 [} 182 - - ' 945 9.247 12 45 257 7¢ 909
Y [ 181 52 549 84 2% 67 2 . - 37275 6611 2 76 2,358 257 238 7
6. 109 76 450 72 105 E 406 37 - - ) 14,962 8822 8 3543 185 106 29
10,784 9376 157 33 otk 53 o4 22 170 12 - - 19348 9. 187 1,727 [N 59
232,146 209516 1763 735 9,19 3 1.850 205 3413 1,504 1377 2132 ' 508,154 197,035 2314 184 25887 2511 5844 1,187
26957 23461 310 43 1698 104 245 %0 523 383 - . 50315 23,7 77 3537 1104 2
14,450 356 137 1,563 158 203 120 851 675 - . Portiand 058 15438 16 4490 239 207 333
13273 11,736 72 46 5 5 45 512 15 - . Reno ... 310,883 23,853 320 17 276113 144 99 .
10,627 7 95 B0 26 299 394 - - Sait Lake City . 2 12,975 5 kb 188 320 27 -
123,285 107850 1446 505 5,18 204 1,615 228 2819 1,333 994 1110 ' San Francsco 422,353 10664 1,088 1,013 122164 4388 1,591 42 10,056
Seattle .. 35022 27754 183 2244 206 3 12 1,708 778 1162 7 Seattie . ... 55 28, 236 ‘. 7,670 2495 804 st 1.684
Ogden Servica Center 16,907 16.5¢ - - - . - - - - - . Ogden Service Conter 2774 2,774 - - . . . . .
Fresno Service Center 30,650 30,650 - - - - - - - . - . Fresno Service Cantor . 7,3% 7.3% - - . . . : . N

H . *Less than $500.




PN PR
72 f ns by E
.
7
1979 ‘1980
2179297
Number of returns exarmined by Examination Drasion . 2 723,0‘2 R
Flatums with adjustmants proposed by Examination Drvision . bl bir b
Returns without adjustments proposed by Examination Division et s
Disposition of Examined Aeturns s o =
Agreed, Pai of Defautted . e
Transterred 10 Regional Appe: ne w o3
Pettioned, Statuiory Notices A o
Other* ...
*Inctudes quick and cases tral to Justice Department.
Table 13.—Results of collection activity
(in thousands) .
wn 1880
b o 886 1,072
Opening lmnlory. . A
: 2,143 2212
o Accou 1,072 1.
) Number of . .
(;) Balance of naae Ti, Penalty and Interest $2912.774 3,630,892
by oo ' a2 w5
vy invertory 1,183 1,037
1149 93
i 46 540
RAstums Compilance Investigstons Closed " ::;
Miscatianeous investgations Closed. 1. :
Ofters in Compromise Proceased. 2
Enlorcamen Activity:
Notice of Fedesal Tax Lien Filed....... a “s
Notics of Lsvy Served Upon Third Parties . s )

Seizire of Property Made ..............

*Data revised from previous annual report.
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Table 14.-Civil penalties assessed and abated
(Dollars in thousands)
Assstaments Abstements Nei Penatiies
Number  Amount Number  Amount Number Amount
Individua!
Delinquency . 1030171 222,165 129,650 48.835 173,329
3914 42B 346,043 174,116 30,07 5972
147,294 529,956 15,839 131,375
127 "2 1,054 3773 214 B40
145 26,932 311 2511 34,421
z 14,379 1,809 535 13,844
8,131 708 263 20
10125499 768454 839,078 5,025 670,469
Delinquency . 119,720 124,682 22,640 92,197 32,484
Estimated Tax . 235830 89,672 26,015 27,032 62,640
Failure to Pay 201,778 66,985 55,038 42,389 24,595
" 1 1 10
182 A4 4%
26 34
83 85

k] 7
103,080 162,100
173926 47,186

388 128

2633013 83,780 436,410 20,461 2,196,603
3012,754 480393 256935 105062 2755819

1,947 2,303 7 128,210
2,830 AL} 225 1.406

Delinguency .
Misceilaneous.
Failure to Pay
Federal Tax Deposits. .
Bad Check.

55 87 5 .7
29472 BOSSKW0 173,145 7.103.009
Delinquency ...

Daily Detnquency 14155 29578 13119 32054 1,
Failure to Pay 254203 5032 57516 2373 196687
Federal Tlx Deoouts 5430 98579 4879 2655 49,641
Cn 3572 21 191 2 3381
995 109 972
a7 40 11 . 7%
673,858 61,076 103,769 42802  $70,073
18020 50,808 509 39,258 12831
i 3
27415 20491 16917 1750 10,198
428 68 6 20 357
2 22 . -
47 a7 2 2 43
45045 74740 22180 56832 23,465
ty?
o 2lire o Signand Falure 1 Provide Tax Jgentficatkn NUTORE ... ........ ... 25529 380 24301 4988 1,228
All Other ¢
Delinquency . 103305 35425 2620 13104 77,075
64466 2600 32060 153 32,406
728 " 69
9 -
24,340 . n ms
978 6230 85025
19,503,785 2112450 2,020,717 Hszm

Notes: Amounts may not add, due to rounding. With the ion of tax,
Abatements can apply to any tax year,

* Less than $500.

'Includes Taxpayer Identification Number, failure to report tips, miscetlaneous.

2includes Forms 1120, 990C and 9907,

tncludes Forms 940, 941, 842, 943 and CT-1.

“Includes negligence and estimated tax.

*includes Folms 1041A, 5227 9Q90PF, 4720, 990 4838, 2290, 11, 118, 11C, 720 and 730.
¢Includes neglig: 3 and tax.

’ alties are from pi g of individual returns only and do not reflect other penalties assessable under the Tax Re-
torm Act of 1976, Code sections 6694 and 6695.

Vincludes Forms 1041, 1065 and individual retirement account file.

can apply to any tax year.
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Table 15.-A ts Division receipts and dispositions ot cases not betore
the Tax Court (nondocketed)

A Progress of work
Amount stated in revenve sgent's
report (tn thousands of dollers)
Number
Status P it et ot
penalty frsssame
[H] @ [&]
Pending October 1 s23,227 5,862,760 168,681
Received ...... 42320 2831317 70.962
Draposed of, tota) 38619 2,301,962 59,638
By agreement.. 2061 1,656,533 5212
Unagreed (O clams, excise,
reections). 1,510 38,009 1,269
By laxpayer detadt on statulory notic 2097 116,291 1,829
Pattion ad, ansierted to 4.401 491,149 4417
Pending Septembat 26,928 7,392,085 180,205
0. Resutts
Appeats determination
(In thoussnds of dollars)
Number  Deficlency
Siain of Casen'! -d ssserament
o @ (4]
38619 1138217 209716
0611 579,138 205,821
reed (O claims, excese,
rejoctions). . 1510 37,003 1,284
By taxpayer defauit on statutory natics 2,007 27,987 25553
Petition filed, transterred to Counsel 440t 491149 5
) A case represents taxpayers grouped together by tax periods with common or related issues that may be heard and
disposed of together,
* Data revised from pravious annual report.
Table 16.-Appeals Divi ipt and disposttion of i estate and
gitt tax cases petitioned to the Tax Court (docketed)
A. Progress of work
Amouni sisted I statutory
notice (in thovsands of dollars)
Status Number D-llehncy Over-
of Cases! assensment
l-ll"r
(U] @ ]
Pending October 1 ~9.324 1,346,574 15,686
Recaived .. "7 797,499 6,992
o, tota) 11,352 839,482 5184
Agreedin App 5796 223988 160
Dismissad, lack ] jurisdiction 1,091 14286 251
Unagreed, mnﬁ-mu 1o Counsel's soie jurisdictio 4465 601,208 4773
Pending 8119 1,304.591 17494
B. Results oblatiied in dispositions
Appesia
(In thousands of dollars)
Humber  Deficiency
Method of Casen { pai] Over-
ponatty
(V] @ @
Disposed o, totzl . 11,2582 430,773 3362
Agreed in Appeals 5,796 52,623 3,305
Dismessed, lack of jurisdiction . 1,091 5755 1
4485 272355 56

Unagreed, transterred to Counsel's sole jurisdiction.

1 A case represents taxpayers grouped together by tax periods with common or refated issues that may be heard and
disposed of together.
* Data revised trom previous annual report,

Table 17.—Requests tor tax rulings and | advice (closings) 75
Subject Taxpayer Fletd
Total Requests Requests
10,353 8110 2,20
o 2
X 54 322
Employees Pians .. 3154 1261 1.833
Table 18.—Determination letters issued on ERISA employee benefit plans
. Total
Latiers Issusd Stock Money Profit Bong Delined Oefined
Bonus  Purchase Sharing  TRASOP  Purchase Comtribution Benenl Totat
an 18,345 27,644 46 8 46,214 17,85 7
28014 176892 730955 18.045 12507 1w 274608
2 10 3 [l [ S 12 a7
use 18107 37573 56 2 57622 M2 2116
Not Qualtd 1 ] [ 2 () 22
Qualitied .. ¥ 2,737 5,877 0
Not Qualified . 0 10 16 0 8 5% e T 4
Table 19.—Number of returns ined by type ot p
FY 1980
SOUEXI) oo Private Foundation ... 3913
Nonexempt Charitabie Trust ‘654
50(cX3) . All Others . 8454
501(c)4) . Omc Leagues, Socia) Weltare 3321
501(cX5) Labor, Aoncunuu. Horticuture 1.257
mc;g; Business 438
2 :
501 vl R OtOTS. ... 52
521
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Table 20.—Number of active entitles on exempt organizations master file

IRC Section (5¢1(c)): 1979
(1) Corporations o:qmzw Under Act of Congress 5 ; 0 s 42
B oo +304.315 319,842
(3) Religious, & rantabi ¥ 19842
(4) Social We. 1:; 3;; 1“.35;‘
(5) Labar, Agmumlu Organizations seam ton

""" 577 51,922

. (7) Social -nu Fiocraation Ciubs . .
(B) Fraternal Banaficiary Societies 137,417 137.449
(9) Voluntary Employees’ Beneticiary Sociaties . 7,12 738

(10) Domestic Fratarnal Banaficiary Sacieties 18,525 16,1 8

{11} Teachers Retrement Fund . 10 . 915

(12) Banevolent Lits Insurance Assn. ;‘17;9; o

(13) Cometery Companies 6'129 237

(14) Cradit Unions ... . 5639

(15) Mutuat Insurance Companies 1.3;§ Y

(16) Corp. to Firance Crop Operation K o2

(17) Supplemertal Unoﬂ'\dwmcn( Benefit Trusts . 9; . ]

(1B) Empiayss Funded Pension Ti 3 220

(19) War Veterany’ ommm-om K 22'2!1 ; 247

(20) Legal Service nglruunons by

(21) Black Lung Trust: o o ; =

501(d) Refigrous and Aoostoic rganizations

521 Farmers’ Cooperatives 3312 2985

224,538 46,433
*This figure does not represent a true universe of section 501(c )(3) organizations because certain organizations,

such as , their gl il and ot need not apply for recog-
nition of exempuon with the IRS unless they desire a ruling, When issued, the ruling letter goes to the central organi-
zation but covers all suboramale unlks Only the centrat organization is on the EOMF where it is counted as one enti-
ty. units auxiliaries are on the EOMF and in the above figures since they may
be required to file information returns as prescnbed under IRC €033, .

# Five applications tor exempt status under IRC 501(¢c)(21) have been approved and witl be included in the active
entities on the EOMF after processing.

Table 21.-—Disp | of pt org. licati

" Applications for Determination

IRC Saction 501(¢) - o
(1) Corporatiors Organized Under Act of Congress. 2 - - 2
@ T:mmng Corp. 188 1 89 2%

(3) R naritable, eic 26,445 1,107 7,486 35,038
(A) Socirwe 2,652 132 3579
(5 Labor, Agriculture Org 435 21 91 547
(6) Businesa Leagues .., 1813 120 an 2.303
(7) Social and Recreation Clubs 1,322 172 688 z,u:z
{8) Fraterna) Boneticiary Societies 19 5 18 &
(9) Voluntary Enpl. Beneficiary Societies £ 7 u 4

(10) Domestic Fiaternal Socieves u 18 52 10:
11) Teachers' Retirement Fund . - -

&2; Benvolent Lite Insurance Assn 18 £ 75 212

) Companies 228 6 49 283

(14) Credit Unions ... 17 H ;E
(15) Mutual Ins._Compay e 15 4
16 to Finance Crop Operations . N
9 o p nt Bomm Trusts . 5? 2 sz

6 2 93

16 2 18

501(d) Apostolic and Religious Organiza . - -
(V))Cow Service ng of Operating Euu:monal Org. ss 22 0

521 mers’ Coop
Ratona Omee n\mm 'and Determination Laters 2847 831 3954

Grand Y6tat 30,080 10,640 9,53

' i i by taxpayer. i , etc.
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Table 22.—1 nal llecti costs, employ
and U.S. popuiation
[
Average postions resilzad
Costof  Poputation ' '
Fiscel year Operating Collsctions  collecting (Thou- ax per Totss  Mations Fiakd
cost ] il capita Ottice
(V] @ ™ ) ® ® m ®
245,869,538 50.445,686,315 043 154870 32571 5008 4,208 51.597
271,872,192 65,009,585,560 042 157553 41262 2953 52,356
68,590,806 63,686,535,389 0.08 160,184 43500 sn < 3834 9,629
268,969,107 63,919,990,781 038 163,026 42809 51411 2707 48,704
278,634,278 66,280,692.000 042 165,931 399.50 50,890 2675 48215
299,894,710 75.112,649.000 040 168,003 a1a71 50.682 25583 8,099
305,537,814 80.171.917.000 039 171,984 468.16 51,364 2822 8,532
337,426,789 79.978,476,484 042 174,882 457.33 50816 2909 47,907
355.469.228 78.797,072.806 0ad 177,830 44873 51,226 2969 257
91,774,802 aza 040 180,671 507.96 51,047 2910 48,137
94.401,086.3 044 183,691 51391 53,206 3,042 50,164
99,440,835, P 045 186,538 56.481 3,401 53,080
105,925.195.281 047 189,242 559.74 59,711 2,657 56,054
549 592 131 112260,257,115 049 191,889 61,059 3,839 57.220
597387471 114.434,633,721 052 194,303 588.95 €2.098 2881 58,217
624861,929  120,879.961,342 048 196560 65568 63,508 2,882 59,526
€67,080.295 837481, 552 045 198,712 74669 65,946 3,894 62,052
1 53,363,637 046 200,708 76548 67574 2967 63,607
758, 5 m 919559, ssa 040 202677 927.19 064 2862 62,202
886,159,162 195.722,096,497 043 204,878 955.31 68,683 4.103 64,580
981065297  191,647.198,138 05 207,053 925.63 68,072 - 4358 64614
1127390411 209,855,736,876 054 208,846 1,004.83 68,549 413 64,415
1,162,009945  237,787,204,056 049 210410 113011 74,370 4505 .
1312894661 268,952,253.663 049 211801 1.269.24 78521 4310 74611
11584711486 203.822,725772 054 213,559 1.375.84 82,339 4531 77,808
(TR 2519761922 056 215142 140614 84,264 4732 79,
790,568,738 356,139.416.730 050 217,329 1,647.91 €743 994 78,748
\962 129267  399,776,389.362 049 2\9033 1.826.61 85,329 4919 80410
2116166276 460412185013 0.46 208332 86168 4978 81190
2280,838.622  519,375.273.361 044 223 353 232504 67,464 sS4 82.35%0
*This figure represents actual IRS operating costs from FY 1975, exclusive of reimbursements received from other
agencies for services pertormed. While the operating cost tigures for fiscal years prior to 1975 may in some case in-
clude reimbursements, those amounts are small and do not alter the cost figures in column 3
~Economic Stabilization Program average positions included in 1972, 1973 and 1974,
—Federal Energy Program average positions included in 1974,
-1872 adjusted by 3,990 average positions to reflect the AT&F transfer—July 1972, AT&F included in years 1948 -71,
~Eleven average positions transferred to office of the Secretary in 1965. Twenty average positions transterred to Of-
fice of the Secretary in 1963,
Table 23.—Costs incurred by the | at R Service by y
(In thousands of dollars)
Appropristion by Acttvlty Youl thon and Benefs Othat
1979 1980 Wwre 1980 W 1980
T and 2123271 220,778 1543077 1795130 479,34 498,848
Obligations against appropriated funds 2116166  2.280,839 1638231 1.786,55 477,935 434,288
Salaries and Expenses:
Total ........... 133,188 148,045 15758 120208 740 21,809
Executive Diraction 14,424 12977 lo4rs 10,234 3945 2743
Internal Audit and Secunty 31,169 33849 28357 5327 5492
Manamnxs«wm . 20,368 23,330 |5 u9| 18,445 4477 4,885
Legat Services . 49721 53656 48617 5145 5,241
Technical Rulings ahd Services 22,504 24091 |e 970 20,583 3534 3448
Tuply-v Service and Rsturns Processing:
.................... 732,845 782.868 a7982 53, 244,963 254,788
o:u Procesuing Operations 521,937 563,281 392605 426474 129332 142,807
Statstica) Reporing . 13396 14,898 11,209 12,422 2157 2,476
Taxpayer Sarvice .. 197,612 203,687 84138 172 113474 109,515
770,093 39,307 843385 705,391 126708 133,998
719,568 779827 598932 651,975 0,636 127,662
50,525 59,750 44,453 416 6072 6,334
474,042 505,541 W1108 421,858 23,838 23,085
130,185 140,631 106178 116,732 24,006 23899
280,813 297,947 200820 248,305 49,793 49,642
84144 66963 54,107 56,818 10037 10,144
7,108 10,037 5,848 [X1] 1,450 2358




Table 24.—Costs incurred by the internal Revenue Service by office

(In thousands of dollars)

Personne! Equip- M
Tota! Compen- Travel ‘ment Other
Internal Revenus office, district o region sation
m @ @ (3] )
A 70!‘! lm.mll fevenue Service . 2,291,778 1,795,130 61,781 22,088 3
National 440,659 140,858 4210 15615 278976
Nom\-Aﬂanhc 309.250 282,635 5737 727 20,151
Mid-Atlantic 206,605 188,696 5,007 521 12,381
Southeast . 241,519 212873 8.305 1,085 19,256
Central 185,693 165 841 6,639 583 12,530
Midwest . 221,472 954 696 534 12,288
Southwest . 220, 195 555 9019 674 15,061
Western 39,052 309,813 10,851 1,713 24,675
Regonal Counse: . 35 33,282 456 463 1,667
Regional inspection . 26813 24,048 1,886 57 822
Office of international 17,366 13928 1818 12 1,606
National Compu\m Canter 15118 8377 49 50 6650
IRS Data Center . 08 26,199 16 53 5714
B. Regional commissioner's oftices (sxciuding district directors’
ofiices snd service centers)
North-Atlantic 20949 18,200 450 36 1463
Mig-Atlantrc . 15.408 13,798 367 50 1197
Southeast 14.206 11,445 586 82 2093
Central 13341 12477 415 3z 7
Miawest . 14,346 12,527 49 7
Southwest 14,998 3. 895 39 756
Western . 21,563 18,172 1218 112 2,084
C. District dirsctors’ offices and service centers:
Aloany 8,245 346 26 613
Augusta 4,203 225 8 223
Boston 32179 890 106 1952
Brookiyn 32704 541 85 1,365
Buttalo . 16,334 672 2 113
Burbngton 2393 14 7 145
Harttord 16,451 665 38 645
Manhattan 63,694 915 106 1876
3706 182 26 227
Provi 5437 176 18 276
North-Atlantic Region Cantraiized Training . . 283 - 2
Andover S«Mr:ge 36,356 135 146 4,659
Brookneven Senace Gentsr 40,731 125 98 5573
Mid-Altantic:
Battimore 27127 705 79 1341
Newark 41,126 1,244 97 1,897
Philadeiphia . 31.767 7 153 1110
Pittsburgh . 16,982 605 3 755
Richmond . 17110 -885 2 1,167
Witmingtan . 312 126 1 198
Mid-Atiantic Form Distribution Center a? 1 2 125
Mig-Atiantic Region-Centralized Traming . 236 - 1
Philadelpta Survice Center 36,541 17 al 4,989
Southeast:
Atlanta 28,651 25,158 1374 7 2,040
12,773 11,460 693 il 549
84878 8,027 49 n 329
20,240 18.350 1024 <] 803
8142 7,239 523 30 350
48,054 43222 2189 121 2522
16,628 14,804 882 84 758
264 - 254 - 10
43337 37.703 nr 39 5126
40,348 35,366 172 134 4677
20922 19,181 m 26 944
28,827 26,393 1,156 79 1.200
40763 36,908 1,709 “ 2072
26171 17818 941 2 1383
12,982 11621 744 25 592
7419 6,545 449 4 4
293 - 292 - 1
Cincinnati Service Center ... 40877 35267 163 u6 5201

Table 24.—Continued 79
{In thousands of dollars)
Personnel
Tota! Travel  Equi) 1 Other
Intemal Revenus oftice, district of region aation i
) @ (O] @ )
Midwest.
Aberdeen 2992 301 8 156
Chicago 49585 1.360 s 2045
Des Mones 11,308 603 28 531
Fargo . 2,855 281 7] m
Miwauke 5,669 659 40 6683
ha . 7.261 456 19 39
St. Louis 24814 1.226 95 1023
St. Paul . 19,754 1,044 47 025
Springtield | 12311 e 29 €13
Midwest Ruglw(‘,enulhxeﬂ Training . - 254 - 1
BﬂKinu: City Service Center 42,078 140 151 4,693
4,846 M5 12 21
36456 1964 9 1.865
2313 200 7 142
30078 1542 2 2152
14,281 762 20 822
7986 533 4 486
15,516 835 36 800
12331 ™m 3 636
Wichita 10,650 537 9 528
Southwest Region-Gentiaized Tranng . - e - 26
Austin Service Center 21 210 327 6.558
festorn;
Ancnomge 5301 a9 15 363
Boise . 4395 n3 28 243
Helena 3.59 07 16 194
Honolulu 5643 251 28 248
Los Angeles 71,869 2,687 215 3517
Phoenix .. 11079 529 54 538
Portiand . 1470 569 2 776
o .. 7418 88 20 361
Salt Lake Gity 5460 262 23 234
San Francisco . 48,506 1917 213 2,644
ttie .. 18,088 961 64 914
Western Flegmn-amrahxed Trainng - 68 - 5
Ogaen Service Conter 41,600 212 617 5871
Fresno Service Center . 43,748 183 28 6704
Note: Reimbursements are included in the above figures.
Table 25.—Personnel summary
Avery positions
Location and typs e
[
8,540
nny
15423
5011
0,529
27,457
0.007
5.767
300
4743
pecialists 633
'mpuyev Service memum 1,084
Other 3046
Examinations 29
Revenus Ageris 13715
Tax Auat 4,462
plo”: /Exemp Organizations Ve
1.582
EP/EO Tectmcals 1315
27
1458
™
14
613
3,820
2,786
1034
e
4058
1,139
s

Note: Reimbursements are included in above figures.

!Inctudes terminal leave for average positions reatized for entire Service.

2Includes Office of International Operations, National Computer Center and Data Center,




80 Chronological List
Commissioners George S. Boutwell John W. Yerkes
of Internal Massachusetts Kentucky
July 17, 1862/Mar. 4, 1863 Dec. 20, 1900/Apr. 30, 1907
Revenue . .ohJ. Lewis John G. Capers
and Acting  pennsylvania South Carolina
Commissioners Mar. 18, 1863/June 30, 1865 June 5, 1907/Aug. 31, 1909
during William Orton Royal E. Cabell
0 New York Virginia
trans_ltory July 1, 1865/0ct. 31, 1865 Sept. 1, 1909/Apr. 27, 1913
periods.

Edward A. Rollins
New Hampshire
Nov. 1, 1865/Mar. 10, 1869

Columbus Delano

Ohio

Mar. 11, 1869/Oct. 31, 1870
Alfred Pleasonton

New York

Jan. 3, 1871/Aug. 8, 1871
John W. Douglass
Pennsylvania

Aug. 9, 187t/May 14, 1875
Danie! D. Pratt

Indiana

May 15, 1875/July 31,1876
Green B. Raum

llhnois

Aug. 2, 1876/Apr. 30, 1883
Walter Evans

Kentucky

May 21, 1883/Mar. 19, 1885
Joseph S. Miiler

West Virginia

March 20, 1885/Mar. 20, 1889
John W. Mason

West Virginia

Mar. 21, 1889/Apr. 18, 1893
Joseph S. Milter

West Virginia

Apr. 19, 1893/Nov. 26, 1896
W. St. John Forman

lllinois

Nov. 27, 1896/Dec. 31, 1897
Nathan B. Scott

West Virginia

Jan. 1, 1898/Feb. 28, 1899
George W. Wilson

el
Mar. 1, 1899/Nov. 27, 1800

William H. Osborn

North Carolina

Apr. 28, 1913/Sept. 25, 1917
Daniel C. Roper

South Carolina

Sept. 26, 1917/Mar. 31, 1920
William M. Williams
Alabama

Apr. 1, 1920/Apr. 11, 1921
David H. Blair

North Carotina

May 27, 1921/May 31, 1929
Robert H. Lucas

Kentucky

June 1, 1929/Aug. 15, 1930
David Bumet

Ohio

Aug. 20, 1930/May 15, 1833
Guy T. Helevering

Kansas

June 6, 1933/Oct. 8, 1843
Robert E. Hannegan
Missouri

Oct. 9, 1943/Jan. 22, 1944
Joseph D. Nunan, Jr.

New York

Mar. 1, 1944/June 30, 1947
George J. Schoeneman
Rnode island

July 1, 1947/duly 31, 1851
John B. Duniap

Texas

Aug. 1, 1951/Nov. 18, 1952
T. Coleman Andrews

" Virginia

Feb. 4, 1953/Oct. 31, 1955
Russell C. Harrington
Rhode island

Dec. 5, 1955/Sept. 30,1958

81

Dana Latham

California

Nov. 5, 1958/Jan. 20, 1961
Mortimer M. Caplin
Virginia

Feb. 7, 1961/July 10, 1964
Sheldon S. Cohen
Maryland

Jan. 25, 1965/Jan. 20, 1969
Randolph W. Thrower
Georgia

Apr. 1, 1969/June 22, 1971
Johnnie M. Walters

South Carolina

Aug. 6, 1971/Apr. 30, 1973
Donald C. Alexander

io
May 25, 1973/Feb. 26, 1977
Jerome Kurtz

Pennsylvania
May 5, 1977

Office of Commissioner of Internal Revenue
Created by Act of Congress, July 1, 1862

In addition, the following were Acting
Commissioners during periods of time when
there was no Commisssioner holding the office:

Joseph J. Lewis of Pennsyivania
from Mar. 5 to Mar. 17, 1863

John W. Douglas of Pennsylvania
from Nov. 1, 1870 to Jan. 2, 1871
Henry C. Rogers of Pennsylvania
from May 1 to May 10, 1883, and from
May 1 to June 4, 1907

John J. Knox of Minnesota

from May 11 to May 20, 1883
Robert Williams, Jr. of Ohio

from Nov. 28 to Dec. 19, 1900
Millard F. West of Kentucky

from Apr. 12 to May 26, 1921

H. F. Mires of Washington

from Aug. 16 to Aug. 19, 1930
Pressly R. Baldridge of lowa

from May 16 to June 5, 1833
Harold N. Graves of lllinois

from Jan. 23 to Feb. 29, 1944
John S. Graham of North Carolina
from Nov. 19, 1952 to Jan. 19, 1953
Justin F. Winkle of New York

from Jan. 20 to Feb. 3, 1953

©O. Gordon Delk of Virginia

from Nov. 1 to Dec. 4, 1955, and from
Oct. 1to Nov. 4, 1958

Charles I. Fox of Utahr

from Jan. 21 to Feb. 6, 1961
Bertrand M. Harding of Texas

from July 11, 1964 to Jan. 24, 1965
William H. Smith of Virginia

from Jan. 21 to Mar. 31, 1969
Harold T. Swartz of Indiana

from June 23 to Aug. 5, 1971
Raymond F. Harless of Calitornia
from May 1 to May 25, 1973
William E. Williams of Hlinois

from Feb. 27 to May 4, 1977.




Principal Officers of the
internal Revenue Service
as of September 30, 1980

National
Office

Commissioner
Jerome Kurtz

Deputy Commissioner
William E. Williams

Assistant to the Commissioner
Marvin Katz
David F.P. O'Connor

Assi tothe C issioner
(Public Affairs)
A. James Golato

Assistant to the Commissioner
(Equal Opportunity)
Eugene D. Alexander

Taxpayer Ombudsman
Harold M. Browning

Assistant to the Deputy Commissioner
Dominick J. Lantonio

Taxpayer Service and
Returns Processing

A ist: I: r‘ i i JNer
M. Eddie Heironimus

Deputy Assistant Commissioner
Stanley Goldberg
Division Directors:
Program Planning and Review
Suellen P. Hamby
Returns Processing & Accounting -
Fredric F. Perdue
Taxpayer Service
Walter M. Alt
Disclosure Operations
Raymond L. Rizzo

Tax Administration Advisory Services
Douglas S. Ormerod

Resources Management

Assistant Commissioner
Joseph T. Davis

Deputy Assistant Commissioner
Alan A. Beck

Division Directors:
Facilities Management
Richard E. Simko
Fiscal Management
Joseph F. Kump

Personnel
David S. Burckman

Training and Development
Orion L. Birdsall

Security Standards and Evaluation
Arnold B. Gordon

National Office Resources Management
Herbert J. Huff

Compliance
A ist: I: ‘\ i i w©r
Philip . Coates

Deputy Assistant Commissioner
Glenn Cagle

Division Directors:
Appeals
Howard T. Martin
Examination
John L. Wedick, Jr.
Criminal Investigation
Thomas J. Clancy
Office of International Operations
Joseph G. McGowan
Collection
James R. Starkey

‘Data Services

Assistant Cor issioner
Donald J. Porter

Deputy Assistant Commissioner
Joseph E. Bishop

Division Directors:
Data Center, Detroit, MI
James E. Daly, Jr.
National Computer Center,

Martinsburg, WV

William E. Palmer
Systems Design and Programming
Daniel N. Capozzoli
Systems Support

* Donald E. Curtis
Planning and Control Staft
Carolyn Buttolph
Systems Development Office
Dean E. Morrow

Management Information Systems Office
John Moundalexis

83

Employee Pians/Exempt
Organizations

Assistant Commissioner
S. Alien Winborne

Deputy Assistant Commissioner
Raymond A. Spillman

Divislon Directors:
Actuarial
ira Cohen

Employee Plans
Billy M. Hargett

Exempt Organizations
Joseph A. Tedesco

Inspection

Assistant Commissioner
Robert L. Rebein

Deputy Assistant Commissioner
E. Derte Rudd

Division Directors:
Internal Audit
Rudotph Arena

Internal Security
William E. Mulroy

Planning and Research

Assistant Commissioner
Russell E. Dyke
Division Directors:

Internal Management Documents
Albert C. Shuckra

Legislative Analysis
Rondal C. Blankenship

Research and Operations Analysis
Walter E. Bergman

Statistics
Frederick J. Scheuren
Technical

Assistant Commissioner
Gerald G. Portney

Deputy Assistant Commissioner
Vacant

Technical Advisor to
Assistant Commissioner
Vacant

Division Directors:
Corporation Tax
John W. Holt
Individual Tax
Mario E. Lombardo
Tax Forms and Publications
Robert |. Brauer

Office of Chiet Counsel

Chief Counsel
N. Jerold Cohen

Special Assistant to the Chief Counsel
Richard E. May .
Deputy Chief Counsel (General)
Stephen M. Miller

Deputy Chief Counsel (Lltigation)
Joel Gerber

Deputy Chiet Counsel (Technical)
Lester Stein

Technica! Advisors to Chlef Counsel
Daniel F. Folzenlogen
Peter K. Scott

Staff Assi to Chief C
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